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A Business Man for President 

The man who becomes the aristocrat of the future will become so, not because of birth or 
wealth, but because he has done something for the good of his country. — Charles M. Schwab. 

I T is a trifle early to begin casting about for a Presidential candi- 
date to be named in the summer of 1920. So many things may 
happen ’twixt now and then. Even should the favored candidate 
inspire great enthusiasm, he might never live until the conventions 
are held. Then there is General Pershing. Worse yet, there abides 
the memory of Colonel Harvey’s remorse over his early discovery 
of a successful candidate. 

Being duly mindful of all these impediments to the naming of 
a Presidential candidate now to be voted for in 1920, it may prove 
interesting to consider some of the qualifications which the next 
President should have and also to search for the man who possesses 
these qualifications. 

The great present-day American problems relate to industry 
and trade. To back up the nation’s high ideals we have just ex- 
pended a good many billions of dollars — every cent of which ex- 
penditure every red-blooded American approves with all his heart — 
and now we must work efficiently and make money to pay the debt 
incurred in this righteous enterprise in which the country has en- 
gaged. We need prosperity; and not for this purpose only, but in 
order that our people may be well housed, well clothed and well fed, 
and that they may have the fullest opportunities to develop the best 
of which their lives are capable, so that the glory of the nation may 
be but the reflected welfare and character of its individual citizens. 

Is there a man in the country whose origin was humble, like 
Lincoln’s, who has worked his way up to distinction in the business 
world, and who retains the confidence and respect not only of the 
business world, but of labor as well, and who has the saving grace 
of humor and plain common sense — a man about whose head no halo 
would grow once he entered the White House? 

To win the war we heard the cry of “ships, ships and more 
ships.” To get the ships the nation called Charles M. Schwab as 
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Director oPthV Emergency Fleet Corporation. Mr. Schwab got 
the ships as rapidly as any man could. His energetic work, the 
way in which he called forth the enthusiasm of others, his appeal 
to the popular imagination, and especially his success in inspiring 
the devotion of the workers in the shipyards, all combine to make 
Mr. Schwab one of the most notable figures of the war outside the 
ranks of active military commanders. 

Since Mr. Schwab thus efficiently met the enormous responsi- 
bilities of this difficult situation, has he not rightfully earned pro- 
motion, even to the highest place within the gift of the people — 
the Presidency of the United States? 

For this job he possesses some unusual qualifications: in the 
first place, in an era of universal quackery in economics and politics, 
when the very air is full of half-baked schemes for saving mankind, 
Mr. Schwab has but one remedy — “just plain, hard work.” His 
own life has illustrated the practical application of this gospel, and 
he thus confidently recommends it to others. Then he has another 
remarkable element of fitness for the Presidency in these times: a 
man of big business and a capitalist, he has the respect and good 
will of labor. That qualification, it is suspected,, will be a mighty 
good asset to have in the days ahead of us. The man who has him- 
self sprung from the ranks of labor can work with other men, can 
understand and sympathize with their hopes and purposes better 
than any one who views the relations of capital and labor merely 
from the standpoint of those who have toiled only with words. 

Mr. Schwab has, of course, one conspicuous disqualification for 
the Presidency. He has succeeded in life, and is a rich man. In 
others this, according to the spirit of the times, would be an insu- 
perable barrier in the way of election to the Presidency; but in 
him may the offense not be pardoned? How could any man with 
the industry, energy, good nature, common sense and ability of 
Charles M. Schwab, in a land of unrivaled natural riches, with* 
every door of opportunity wide open and beckoning him to enter — 
how could such a man fail to get ahead in the world? 

If he were President he might cause us all to become so much 
in love with our jobs that we’d be too busy to listen to the prophets 
of despair, and make us laugh at the governmental and economic 
quacks who are now befuddling the public mind with their nostrums 
and panaceas. 

Mr. Schwab would probably chuckle should anybody intimate 
to him that he is a statesman; but if he had statesmanlike jobs to be 
done, he’d have the judgment to pick men who knew how to do 
them, just as he picked men in the steel industry or to build ships. 

Labor and capital as friends and co-partners, with all our still 
great undeveloped riches, can make of this country in the future 



Digitized by 



Google 




THE BANKERS MAGAZINE 



3 



years the richest, happiest land on which the sun ever beamed, with 
work, food, shelter and clothing for all, and with the greatest op- 
portunity man ever had anywhere to develop the very best of which 
he is capable in body, mind and spirit. 

For leadership in these days of trial we need no publicist, pro- 
fessor, theorist or political hack, but a man who came up from the 
ranks and who still retains a sense of brotherliness for his fellows, 
who is sound in his outlook upon life, who profoundly believes in his 
country and his countrymen, who has humor and common sense 
which even the Presidency can not obscure, and whose gospel is 
“just plain hard work.” 

For President of the United States in 1920, Charles M. Schwab! 



Secretary McAdoo’s Retirement 



T HE retirement of Mr. McAdoo as Secretary of the Treasury 
naturally disposes one to review the very striking period 
covered by his regime. It has been a remarkable epoch in 
the country’s history. Measured by the volume of dollars raised in 
taxes and loans the record is beyond comparison with anything in 
the history of this country and perhaps of the world. To raise 
such vast sums of money without wrecking business — almost with- 
out disturbing it — constitutes an extraordinary achievement. A 
Secretary of the Treasury who was not bold and resourceful, while 
being at the same time wise and skillful, could not have accomplished 
such a feat. Mr. McAdoo has raised billions upon billions and 
through all the tremendous demands made for money, public confi- 
dence has been maintained. This must constitute the chief tribute 
to Mr. McAdoo’s brilliant administration of the affairs of the 
Treasury Department during the great war. 

His patriotism, enthusiasm and ability all combined to help along 
the great Liberty Loan campaigns, while his optimism kept up 
the spirits of those who were disposed to be appalled by the magni- 
tude of some of the financial problems with which the country was 
confronted. As an administrative officer, Mr. McAdoo’s career 
has been brilliantly successful, and he deserves and will receive the 
enduring gratitude of his country for his distinguished services. 

The two pieces of constructive legislation with which the Treas- 
ury Department has been identified (outside the purely war meas- 
ures) have been the Federal Farm Loan Act and the Federal Re- 
serve Act. 

Some phases of the Federal Reserve Act may be appropriately 
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considered in connection with Secretary McAdoo’s retirement. 
When the present administration came into power in 1913 the 
ground was already prepared for financial legislation. The sub- 
ject had been agitated in the public prints and in Congress for many 
years, and following the panic of 1907 a makeshift measure was 
enacted. Furthermore, the National Monetary Commission was 
appointed to study the question of banking and financial legislation 
and to report upon it. The material collated by this body was at 
the disposal of Congress when the present Administration came into 
power. Mr. Wilson, whose rise to political prominence closely fol- 
lowed, if it did not actually date from, his appearance as a speaker 
at the convention of the American Bankers Association at Denver, 
Colo., in 1908, and who according to report was pledged in advance 
to financial legislation of some kind, was elected President in 1912. 
He at once insisted on the enactment of a banking law, and the 
Federal Reserve Act was put upon the statute-book before the end 
of the year in which he was inaugurated. Its provisions are too well 
known to require enumeration. 

While the Secretary of the Treasury does not prepare and put 
through bills relating to banking and finance, his recommendations 
on these subjects do have great weight. It is hardly too much to 
say that with the close political affiliation existing between the 
Congress of 1913 and the Executive Department the Secretary of 
the Treasury had only to make his views known on these matters to 
have them prevail. The Secretary of the Treasury, when the Fed- 
eral Reserve Act was proposed, had the opportunity of rendering 
his country an inestimable service — one which would have given 
him rank with Alexander Hamilton, the first Secretary of the 
Treasury. This was to rescue the bank-note circulation from the 
characteristic of Government money which had attached to it from 
Civil War times and coincidently to get rid altogether of Gov- 
ernment legal-tender paper. Mr. McAdoo did not seize this great 
opportunity. Apparently he was quite content to permit banking 
legislation to follow the lines of least resistance, and so the Federal 
Reserve notes were made obligations of the United States, a fact 
which not illogically led to their general employment as reserves by 
the state banking institutions of the country. The banking reserves 
were also further weakened by reducing their actual amount and 
requiring that all legal bank reserves of national banks be loaned to 
the Federal Reserve Banks. 

When appealed to early in the war to permit a large issue of 
greenbacks, Mr. McAdoo refused the request in rather vigorous 
1 language. But by giving his sanction to the Federal Reserve Act 
1 he virtually approved the emission of an almost unlimited volume 
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of Government paper, which among some 28,000 state banks sub- 
stantially possesses the legal tender attribute. 

That Mr. McAdoo did not take a resolute stand in behalf of a 
genuine credit bank note instead of the present form of Govern- 
ment paper called “Federal Reserve Notes” was not due to lack 
of information. He knew what he was doing, but doubtless con- 
sidered it easier to get a bill through providing for Government 
paper than it would have been to enact a credit bank note measure. 
At any rate, the sound principle was sacrificed for the unsound one, 
and the country was further steeped in the Government paper 
“money” delusion. 

Against this criticism Mr. McAdoo might urge that he was not 
a part of the legislative branch of the Government, and therefore 
not to be held accountable for the Federal Reserve Act. But his 
large influence in shaping financial legislation seems to invalidate 
this excuse, while his repeated praises of the Federal Reserve Act 
give to that measure the stamp of his approval. 

It still remains for some future Secretary of the Treasury to 
lead the country out of the morass of Government paper money into 
which we were led in the Civil War epoch and in which we are 
now floundering more hopelessly than ever. 

But if in his constructive policies Mr. McAdoo did not measure 
up to the highest ideals of statesmanship, his administration of the 
Treasury Department in one of the most trying periods of the 
country’s history was such as to win for him almost universal ad- 
miration. He will deservedly rank among the ablest of the long 
line of distinguished men occupying this important office. 



Great Britain and the United States 



T HE tremendous losses which the great war occasioned come 
home so directly to nations and individuals and are of such an 
appalling and heartrending character that they naturally ob- 
scure the gains which afford at least some compensation for these 
great sacrifices of life and property. Chief among such offsets must 
be reckoned the reunion of the two great English-speaking countries 
of the world. For although Great Britain and the United States 
had been on friendly terms for a hundred years when the European 
war hroke out, the relations between the two countries lacked that 
frank cordiality which now prevails. This changed attitude be- 
tween the countries named will probably affect the future history 
of mankind beyond any one’s power to measure or even to imagine. 
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Despite the differences referred to — which consisted rather of the 
embers of tires that long ago died out than of a freshly kindled 
antagonism — these two nations have much in common. Their lan- 
guage as classically written is substantially the same, however much 
it may differ when spoken, and especially with the usages which 
various localities have developed. In Government less divergence 
exists than is commonly supposed. The monarchy of the United 
Kingdom, with a cabinet responsible to the House of Commons, 
is essentially democratic, while in the self-governing dominions like 
Canada and Australia the resemblance, in substance, to our own 
type of government is even more marked. Our ideals in regard 
to human liberty correspond very closely, having been derived from 
a similar source. The results flowing from the application of the 
governmental forms and principles of each have not greatly dif- 
fered. Great Britain has spread her civilization over nearly every 
part of the globe, with results almost universally beneficent; the 
degree of benefit varying, of course, with the capacities of the peo- 
ple coming under the sway of the British Empire. In the United 
States a like development has gone on within continental bounda- 
ries. The United Kingdom has been a colonizing nation, w r hile the 
United States has not. This difference between the two countries 
will probably be less marked in the future since Great Britain will 
hardly seek to add to her dominions, which are already large enough 
to keep British statesmanship fully employed for a long time to 
come. As the United States will not seek to extend its territory 
much if any beyond the present limits, there would seem no possi- 
bility of a clash of territorial ambitions between the two countries. 

With respect to some of the economic policies of Great Britain 
and the United States the future seems less clear. The former 
country has long adhered to free trade, while the latter has adhered 
to protection. Changes brought about by the war may possibly 
alter England’s policy; if not to the extent of imposing protective 
duties, at any rate to preferential trading within the Empire. Al- 
though this policy might be likened to our own freedom of trade be- 
tween all the states of the Union, applied on so wide a scale it might 
seriously affect our trade with some of the British dominions. Pref- 
erential trade is a weapon that one nation can use quite as well as 
another, and its employment in the United States would by no 
means constitute a novelty, for it is but “reciprocity” under another 
name. Rivalry between the United States and Great Britain as 
marine mercantile carriers may also develop as a result of the war. 
Great Britain’s shipping losses have been heavy, while so much new 
tonnage has either been added in the United States or is now in 
course of construction that the latter country bids fair at no distant 
date to become one of the foremost ocean carriers of the world. This 
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promise may lack fulfillment, because it yet remains to be seen 
whether America, having shown a capacity to build ships, can profit- 
ably operate them in competition with other maritime nations. 
Should the United States become a serious competitor with Great 
Britain for the world’s ocean carrying trade, it remains to be seen 
how this might affect the future relations of the two countries. 

J In the realm of banking and finance the United States must of 
necessity perform some of the services which were long the preroga- 
tive of England. It is believed that such wider financial coopera- 
tion on our part will be welcomed by the English bankers. Not 
only does England lack the means to extend credits and to make 
investments as formerly, but for some years at least must be a 
borrower herself. 

The frank discussion of these problems should help toward an 
amicable and mutually satisfactory adjustment of them, for it is 
believed that with the utmost freedom in trade, navigation and 
finance, the next twenty-five or fifty years will offer opportunities 
greater than the United States, Great Britain and all other nations 
can fully utilize, much less exhaust. 

There is one phase of the present and future relations between 
Great Britain and the United States about which no difference of 
opinion whatever exists. The peoples of these two great English- 
speaking democracies have made up their minds definitely to pull 
together hereafter, and no propaganda engendered either in hell or 
in Germany can change this purpose. 



Problems of Reconstruction 

N OW that peace is at hand the world faces the task not only of 
restoring as far as may be what the war has destroyed, but 
of readjusting the relations of nations, of individuals and of 
groups which the great struggle has upset. These problems are by 
no means the same all over the world, though they have some com- 
mon aspects. For example, there are the maimed soldiers who must 
be trained to some form of employment within their capacities, 
relieving them as far as possible from becoming the dependents of 
charity. Then there are the soldiers who come back unharmed, and 
who must be returned to their former employments or placed in 
other industries or upon farms. There are beside these problems 
others relating to tariffs, to raw materials, to finance and to policies 
of Government in relation to commerce and industry in general. 
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Many of these vital problems were discussed by a large and rep- 
resentative body of men, assembled last month as a Reconstruction 
Congress at Atlantic City, N. J. The speakers included such well- 
known men as Mr. Schwab, Mr. Rockefeller, Jr., the Secretary of 
Commerce, Mr. Redfield; Mr. Farrell of the United States Steel 
Corporation, Mr. Alba Johnson, and the president of the United 
States Chamber of Commerce, Mr. Wheeler. 

In listening to their addresses one could not escape the feeling 
that they were all somewhat of a millennial character, reflecting the 
glow of enthusiasm which the victorious ending of the war had 
called forth. A quotation from the address by Mr. John D. Rocke- 
feller, Jr., will afford an opportunity of judging of the general 
tone of the speeches, for all were pitched in much the same key: 

“Never was there such an opportunity as exists to-day for the 
industrial leader with clear vision and broad sympathy permanently 
to bridge the chasm that is daily gaping wider between the parties 
in interest and to establish a solid foundation for industrial pros- 
perity, social improvement and national solidarity. Future genera- 
tions will rise up and call those men blessed who have the courage 
of their convictions, a proper appreciation of the value of human life 
as contrasted with material gain, and who, imbued with the spirit 
of brotherhood, will lay hold of the great opportunity for leadership 
which is open to them to-day.” 

Mr. Wheeler in his opening address, speaking of the victorious 
ending of the war, had said : 

“How shall we enter in to possess this new world? With the 
boastful arrogance of the foolish victor drunk with power, or with 
the patient humility of a chastened people intent only upon build- 
ing a new civilization and a new code of human ethics on the wreck 
of the past?” 

Mr. Schwab thought both capital and labor had something tQ 
learn from the experiences of the past : 

“Matters will adjust themselves industrially in this country, but 
what we want to prevent is that sudden slip of a cog which will give 
us a social jolt that may be dangerous to our industries for years to 
come. We must be patient. We must go along with small or no 
profits if necessary. We must bend every effort to keep our em- 
ployees busy, employed, and satisfied. They must be made to realize 
the situation as we see it, and be content to help us in that develop- 
ment. We must get closer together with our work people. We 
must listen with patience to their side of the story, and we must in- 
duce them to listen with patience to our side of the story. 

“The day of autocracy in Government and labor has gone by. 
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It is the day of democracy in which we now stand shoulder to sKouli 
der for the protection of our mutual interests.” 

A similar tone characterized other addresses. Mr. M. L. Requa, 
General Director of the Oil Division of the United States Fuel Ad- 
ministration, said: 

“If I were to define the ‘spirit of the times,’ as applied to the 
management of any of our great corporations, I should say that 
it meant a broad humanitarian view of social problems, a sympa- 
thetic interest in the welfare and aspirations of the masses, a con- 
stant and intelligent effort to abolish the poverty line by helpful 
suggestion and wise counsel, a realization that the old order passeth, 
that labor is entitled to a just wage, rational hours, decent working 
conditions, and that capital is entitled to a profit commensurate with 
the hazard of the particular industry in question, and that both 
must work in harmony if either is to survive.” 

Not only were all the addresses marked by an evidence of regard 
for the interests of workmen as of first importance, but there was a 
manifest spirit to subordinate the trade interests of the United 
States to the work of reconstructing the devastated portions of 
France and Belgium and of restoring their shattered industries. It 
was considered of more importance to get food and raw materials to 
our Allies than to seek to extend our trade interests. These senti- 
ments sounded altruistic, but to one listening to the speakers there 
could be no doubt of the genuineness of these proposals, and the 
enthusiasm they aroused among some 4,000 or 5,000 business men 
present at the convention sufficiently attested their popularity. 

Perhaps the most remarkable feature of this large gathering of 
business men was the evidence it afforded of a new att itude-on the 
part of capital toward labor, of something approaching a new stand- 
ard of industrial ethics. 

The feeling of the business men in regard to the Government’s 
attitude toward transportation, manufacturing and commerce was 
less positive. Here there was doubt as to the future. As soon as 
the Government’s policy is more clearly revealed, there seems no 
reason why enterprise should not move forward with confidence in 
the great work of reconstruction. 



Origin and Growth of a Bad Habit 

T HE seizure by the United States of the ocean cables serves to 
direct attention to the origin and growth of a bad habit — that 
of “taking” other people’s property. This habit did not origi- 
nate, as many suppose, out of the necessities of war. It began in 
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\ 1913, before the war, when the Government “took over” control of 

si* 0 several hundred million dollars of bank reserves. This “taking 
SX * over” had legal sanction in the shape of the Federal Reserve Act — a 
measure which substantially authorized the Government to go into 
v every national bank and demand the surrender of its reserves and a 
part of their capital under penalty of death in case of refusal. The 
funds thus “taken over” were put into the hands of the Government 
to be administered by a Federal Reserve Board. Although the 
money thus taken out of the banks belonged wholly to the banks — 
that is, to the people who were stockholders and depositors in the 
banks — the Government converted to its own use a part of the in- 
come derived from the “appropriated” funds, with an air of gener- 
osity returning a portion of the earnings to the banks that had 
yielded up these funds under compulsion. 

The operation in question has turned out profitably for the 
Government, and no wonder the enthusiasts for Governmental con- 
trol of business found in this experiment a warrant for still further 
extension of the principle of public control of private enterprise. 

Rather a curious argument is employed by the Postmaster-Gen- 
eral to justify the seizure of the wires. It runs something to this 
effect : profits on the privately owned and managed wires are around 
seven to eight per cent, per annum, as indicated by the dividends ; 
the Government can borrow at 4% per cent. ; therefore, why should 
not the Government borrow the funds necessary to buy the wires, 
and save the people the difference between this interest rate and the 
profits mentioned? Without stopping to point out the fallacy in 
financial reasoning of this kind, it may be said that it can be ap- 
plied to every other form of business making equal or greater 
profits. This means general if not universal Government owner- 
ship and operation of business of every kind, and in essence is ap- 
plied socialism. 

As has been shown, the “taking over” of all the reserves and 
a part of the capital of the national banks under threat of extinc- 
tion ante-dated the war and therefore could not be excused as a war 
measure. The seizure of the cables followed after the ending 
of the war and was apparently also indefensible as a military meas- 
ure. 

How can the owners of any great branches of industry longer 
feel secure in the possession of their property in the light of the 
two examples cited? If the Government may seize the bank re- 
serves, why may it not also seize bank deposits? If it may “take 
over” the cables, why not the coal mines, the steel mills and the flour- 
ing mills? Why not any form of industry for which it conceives 
a liking? Under the present policy, what warrant has any citizen 
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for believing that the Government will not take his business away 
from him whenever it chooses to do so? 

We have gone far in this policy already, either in actual seiz- 
ures like those above cited or in the shape of meddlesome regulation- 
through bureaucratic boards and innumerable commissions main- 
tained at public expense. If this policy is to be continued it will 
tend to lessen the incentive which has heretofore led men to embark 
in business. 

When the banking funds were taken over by the Government 
there was not in the United States a single banker with sand enough 
in his craw to fight this invasion of his rights. Owners of telegraph 
properties are less complaisant, and Mr. Clarence H. Mackay is 
testing in the courts the right of the Government to seize his prop- 
erty. 



Expenditures for Education and Other 

Things 

I N the Annual Report of the Secretary of the Interior appears the 
following among a number of other inquiries of a like character: 

“What should be said of a democracy which expends in a year 
twice as much for chewing gum as for school books, more for auto- 
mobiles than for all primary and secondary education, and in which 
the average teacher’s salary is less than that of the average day la- 
borer?” 

Doubtless Secretary Lane raises these inquiries like a clergyman 
or other public speaker — so that he himself may furnish the answer. 
At the risk of an unwelcome intervention a reply may be ventured 
to these inquiries. 

The most obvious reply to the Secretary’s question is that free- 
dom is of the very essence of democracy, and that this tendency is 
but an evidence of the people’s desire to throw off the shackles which 
convention would impose upon them and to discard the restraints 
and trammels of organized society. But may it not also be an evi- 
dence of a natural and healthful mind? What boy or girl unless 
hopelessly anaemic would prefer a school book — the absurd gram- 
mars, the impossible problems in mathematics and all the rest of the 
dreary hodge-podge of stuff masquerading under the guise of educa- 
tion — to a good fresh stick of chewing gum? 

Why should anybody expect that people should expend more on 
“primary and secondary education” than they do for automobiles? 
This so-called “education” merely cramps and warps the mind of 
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the child and imprisons his body in the crowded school room where 
he contracts tuberculosis and other diseases, while the automobile 
takes him on the wings of the wind to the country where he may 
see and learn and enjoy all at the same time amid healthful and in- 
spiring surroundings. 

We pay the day laborer more than the teacher because he is 
worth more — because he produces a service of greater value to so- 
ciety — just as the corporation manager is paid more than the 
preacher. 

When the teacher breaks from the cast-iron system of “educa- 
tion” which has been devised by persons with no conception of th« 
meaning of true education, he may deserve better pay than he now 
receives. 

Secretary Lane should not be dismayed because the people of 
this country prefer chewing gum to calculus or automobiles to arith- 
metic. The people of a democracy sometimes have curious ways of 
revealing themselves, and the wise statesman will study these ways 
and their meanings with an attentiveness which should lead to a cor- 
rect interpretation of them. 



The New Year 



I N the previous history of the United States there are some events 
that mark important epochs — such as the Declaration of Inde- 
pendence, the adoption of the Constitution, and the Civil War. 
Comparable to these great events will be the signing of the armis- 
tice on November 11, 1918. The year just closed has been un- 
questionably one of great importance in our history. It marks a 
time when we were privileged to help in rescuing Europe and the 
world from the advancing tide of barbarism. The part which we 
took in that struggle, though involving the employment of fewer 
men than were contributed by other powers and also occupying a 
shorter period of time, is nevertheless of tremendous significance on 
account of its dramatic and decisive character. Americans may de- 
bate about the time when we should have entered the war, but there 
never will be any difference of opinion as to what we did after get* 
ting into the conflict. Some of the engagements in which our troops 
participated will rank among history’s immortal events. While our 
record in this great struggle does not warrant any vain boasting or 
self-glorification, it does afford a solid basis of satisfaction in the 
character of our people and institutions. In a real test American 
democracy has vindicated itself. We have abundant reasons to be 
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thankful for 1918, despite the sadness it has brought to many homes. 
It was a glorious year in our history, and its sacrifices were not 
vainly made. 

The task ahead of us is complex. We are to help in consolidat- 
ing and preserving the fruits of victory, seeking diligently as well 
for some practicable means of diminishing the causes which lead to 
war. More than this, we must vindicate our civilization to our re- 
turning troops as they have vindicated it in the eyes of the world. 
If they could so magnificently fight, and die if need be, for justice 
and right on foreign fields, surely we may not shirk an encounter in 
the same cause here at home. Between the crazy schemes of bolshev- 
ism and the impracticable idealism of socialism there lies a safe mid- 
dle ground of progress upon which all good citizens can walk with 
assurance toward a prosperous future. 

Out of the war we shall certainly derive a juster comprehension 
of the value of united effort. Groups and classes, pulling this way 
and that, but reveal their weakness and the futility of disconcerted 
movements. The people, working together in harmony, have shown 
that hardly any task is beyond their powers. We shall need coop- 
eration in the future as never before. A vast debt hangs over the 
country, but industry and economy will pay it without seriously bur- 
dening our production and trade. We have to determine what shall 
be the national policy toward the railroads, the telegraph and tele- 
phones, perhaps toward all public utilities, and possibly toward 
great industries of every character. We have to develop an inter- 
national mercantile marine, to help in financing and reconstructing 
the devastated nations, to map out a future trade and diplomatic 
policy with the rest of the world. 

These are but a few of the problems which must be grappled with 
in the year 1919, which promises to be a twelvemonth of extraordi- 
nary activity and interest. There would seem plenty of work ahead 
for everybody, and it is in keeping busy that there lies the great- 
est hope for the health and prosperity of the people of America in 
the year 1919. 



Annual Report of the Secretary of the 

Treasury 



F EW documents in the past history of America will have greater 
interest to the student of finance than the Annual Report of 
the Secretary of the Treasury for the Fiscal Year ended June 
30, 1918, submitted to Congress on December 4 last. The docu- 
ment comprises 152 pages, and it is therefore impossible either to 
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print it or even to make a summary of its contents, but some of its 
statements are of such interest as to justify their quotation in full. 
At the beginning of the report, the Secretary says: 

“During the past year the stupendous financial needs of Amer- 
ica and the nations associated with her in the prosecution of the 
war have been met. From a peace basis the nation has gradually 
adjusted itself to a war basis. Non-essential industry has largely 
given way to essential industry. 

“The payment into the Treasury of vast sums in war taxes and 
from bond sales, and the transformation of our varied and complex 
economic life to the supreme task of winning the war, have been 
accomplished without shock or financial disturbance. The credit 
and business structure of the nation remain sound and strong. 

“The fundamental fact underlying these great economic achieve- 
ments has been the flexible spirit and purpose of America to secure 
for the world the blessings of that kind of liberty and justice in 
which America was conceived, and without which neither America 
nor civilization can exist. Falsely reputed by her enemies to be a 
heterogeneous people incapable of united action, America has re- 
vealed herself to the world as a solidified, homogeneous, altruistic, 
and unselfish nation, willing to expend her blood and treasure with- 
out stint for the vindication of her ideals and the rights of mankind. 

“The war has been won and peace is assured. Our heroes on land 
and sea have illumined the pages of America’s glory with immortal 
deeds. Their achievements, with the valorous deeds of their com- 
rades in arms, have given a new meaning to democracy and have 
brought a new order into being. May their splendid triumphs be 
unmarred by vengeance and unsullied by injustice. May the new 
peace of the world be in truth that peace of justice and humanity 
for which America has fought.” 

That “the payment into the Treasury of vast sums in war taxes 
and from bond sales, and the transformation of our varied and com- 
plex economic life to the supreme task of winning the war, have been 
accomplished without shock or financial disturbance” must stand as 
a witness to the character and resourcefulness of the American peo- 
ple and also as a permanent testimony of the skill with which the 
affairs of the Treasury have been managed by the outgoing Secre- 
tary. He is entitled to the thanks and gratitude of the country 
that after all these vast demands “The credit and business structure, 
of the nation remain sound and strong.” 



Some important facts regarding the third and fourth Liberty 
Loans are thus stated by Mr. McAdoo : 
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“The results of the four Liberty loans are a tribute to the patriot- 
ism of the American people, and to the economic strength of the 
nation. Following the first and second loans, which were discussed 
in the Annual Report of the Secretary of the Treasury for 1917, 
the third and fourth Liberty loans were offered and largely over- 
subscribed. Unaccustomed to the purchase of Government bonds, 
or, indeed, to the purchase of bonds of any sort, the American peo- 
ple responded to the call of the Government with the most gratify- 
ing loyalty and patriotism. In the third Liberty loan $4,176,516,- 
850 was subscribed by more than 18,300,000 people, an oversubscrip- 
tion of $1,176,516,850; in the fourth Liberty loan, $6,898,047,000 
was subscribed by more than 21,000,000 people, an oversubscription 
of $989,047,000.” 

A statement of receipts and expenditures for the fiscal years 
1917 and 1918 shows that expenditures rose from $2,704,223,228.99 
in 1917 to $20,902,362.53 in 1918. The Secretary thus explains how 
these expenditures were provided for, and also gives some interest- 
ing information regarding the cost of the war : 

“An analysis of the table for the fiscal year 1917 shows that, 
exclusive of public debt transactions, the receipts for the year 
amounted to $1,124,324,795.02, and expenditures for the year $2,- 

026.678.446.74, including $885,000,000 on account of the purchase 
of obligations of foreign Governments. From this it will be noted 
that, exclusive of public debt transactions, fifty-five per cent, of the 
expenditures for the year were paid from revenue receipts. If the 
purchase of obligations of foreign Governments is deducted from 
the total ordinary and special expenditures, that is, expenditures ex- 
clusive of transactions in the public debt, the result is $1,141,678,- 

446.74, and the above figures show that over 98.5 per cent, of this 
amount was paid from revenue receipts. 

“A similar analysis of the table of revised receipts and expendi- 
tures for the fiscal year 1918 show’s that, exclusive of transactions 
in the public debt, the receipts for the year were $4,180,425,155.99, 
and expenditures for the year $13,196,071,287.40. These figures 
indicate that exclusive of public debt transactions, 31.6 per cent, of 
the expenditures for the year were paid from revenue receipts. If 
the purchase of obligations of foreign Governments is deducted 
from the total ordinary and special expenditures, that is, expendi- 
tures exclusive of transactions in the public debt, the result is $8,- 
456,636,537.40, and the above figures show that 49.4 per cent, of 
this amount was paid from revenue receipts. 

“If it is assumed that the normal expenditures of the Govern- 
ment for the fiscal years 1917 and 1918 on a peace basis would have* 
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been $1,000,000,000 for each year, the cost of the war up to June 
30, 1918, would appear to be as shown in the following table: 

Total ordinary and special expenditures for the 

fiscal year 1917 $2,096,678,446.74 

Eseimated normal expenditures for the year 1,000,000,000.00 



Estimated normal expenditures for the year. . 1,000,000,000.00 

Total ordinary and special expenditures for the 

fiscal year 1918 $13,196,071,287.40 

Estimated normal expenditures for the year.... 1,000,000,000.00 



Estimated war expenditures for the fiscal year 

1918 12,196,071,287.40 

Total estimated war expenditures to June 30, 1918 $13,222,749,734.14 






Big Business and the Public 

F OR many years politicians have obtained popularity by attack- 
ing the large business interests of the country. These attacks 
were generally based upon isolated cases of wrongdoing by a 
few corporations or of small groups of exploiters who had obtained 
temporary control of some transportation line or industry. It was 
the habit of the politicians to seize upon these outstanding examples 
of corporate transgressions and to magnify them to the greatest 
extent possible while concealing all the great and beneficent services 
which many corporations were rendering to the public. 

It thus came about that gradually the people grew to look upon 
every industry of large proportions as a monster monopoly engaged 
in exploiting the public and at the same time oppressing the laborers 
and producers. 

For a long time the great industries of the country remained 
silent under the attacks above mentioned, which caused the people 
to conclude that these accusations were true and unanswerable. And 
worse yet, many people regarded this silence in the nature of a con- 
temptuous indifference toward public opinion, and this greatly 
tended to aggravate the hostility of the people toward the big 
business enterprises of the country. This hostility did not stop 
with personal expressions of opinion, with attacks in the news- 
papers and magazines, or with mere declarations in political 
speeches and platforms. It was soon translated into legislative acts 
and administrative decrees, together with court actions in some 
cases, which restricted the conduct of large business undertakings 
by private enterprise and even threatened the extinction of some 
important concerns. 

Finally the executives of the railways and of the more important 
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industrial organizations awoke to the necessity of taking the people 
into their confidence and telling them the facts of the situation. 
They saw that if their organization and methods of operation were 
honorable and sound, the American sense of fair play could be 
relied upon once the truth was fully presented and understood. 

It is exactly in line with bringing about a better understanding 
between the people and the great and vital industries of the country 
that The Bankers Magazine publishes in this number a carefully 
prepared article — furnished on the personal request of the editor — 
dealing with the organization and operations of one of the country’s 
large packing industries. 

Clearly the attitude of the public toward what is generally called 
big business will depend, in the last analysis, upon the practices of 
big business itself. If those practices are economically unsound, 
and especially if they are unfair or dishonest, they will be con- 
demned, as they should be. But, on the other hand, if they rest 
upon sound principles, and are regardful of the public interests 
and of labor, they will be sustained by public opinion. 

While it is proper that all evils with which big business — or 
little business, for that matter — may be charged should be brought 
to light and corrected, it is equally important and in the public 
interest that the valid services which the great industrial establish- 
ments are rendering should be recognized and protected from unjust 
Governmental restrictions originating in public prejudices created 
without regard to the facts. 

The attitude of the Government toward business, and the rela- 
tions of labor and capital — these constitute problems of immediate 
and transcendent importance, and there can not be too much of 
candid discussion of these weighty matters, so that the situation of 
all parties in interest may be fairly presented and well understood 
— conditions indispensable to a just determination of the grave 
problems which we must face without delay. 



J AM now prepared to say what five years ago I would not have 
said. I think the time has come when we should say that under 
no circumstances shall there ever be a resort to war between the 
United States and the British Empire, and that no question can 
ever arise between them that cannot be settled in judicial fashion, 
in some such manner as questions between States of our own Union 
would be settled . — Theodore Roosevelt . 
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How Gan Germany Pay the Expense of 
Reconstruction ? 



By C. C. ARBUTHNOT, Professor of Economics, Western Reserve 

University 



G ERMANY must replace the prop- 
erty she has wantonly destroyed 
on land and sea. She must re- 
turn the wealth she has carried from 
Belgium and France and the other vic- 
tims of her lust, rebuild the structures 
she has ruined, put the burgher back 
in business, restore the homestead of 
the peasant, and make good the loss 
of ships. 

Whatever differences of opinion there 
may be in regard to the righteousness 
and possibility of making the German 
people feel in their own persons the 
hellish character of their type of war- 
fare against civilians, there is no ]6art 
of the terms of peace upon which there 
is more firm agreement among the 
Allies than upon the point that as far 
as material wealth can repair their de- 
struction the German people must be 
made to pay. 

This is an irreducible minimum, not 
a method of compounding for their sins, 
but one of the devices for bringing 
home to the Teutonic mind the fact 
that war is unprofitable. 

While the most that can be done for 
the Hun's victims is pitifully inade- 
quate, this least would help the sur- 
vivors to begin the heavy-hearted labors 
of the memory-burdened years to come. 

WHAT THE GERMANS MUST PAY 

The information necessary to make 
an estimate of the amount of compen- 
sation that Germany must pay is not 
now available. The occasional state- 
ments that appear in the press, 
though only guesses, put into numbers 
something of the common knowledge 
that the totals involved will be 



enormous. When public authorities 
have collected the evidence and calcu- 
lated the sums required, the figures will 
stagger the people who went into the 
war as a foray. Whether it will amount 
to a sixth or a fifth or a fourth of the 
wealth of the German Empire, what- 
ever conceivable results are the outcome 
of the calculation, the pressure upon 
the productive powers of the German 
people is certain to be extremely heavy. 
Especially is this true when account is 
taken of the economic condition in 
which the country was bound to be be- 
fore the conviction of complete defeat 
was reached. And complete defeat had 
to be brought home to the Germans be- 
fore they would ever agree to the meas- 
ure of restoration that the Allies must 
demand and enforce. To a war-worn 
nation the problems of internal rebuild- 
ing will be serious. When there is 
added to them the load of reconstruc- 
tion made necessary by crimes beyond 
her borders, she will find her resources 
and productive powers pressed to the 
limit for years to come. 



A CONSTRUCTIVE POLICY 



When it is said that the damage to 
be made good to the sufferers from law- 
less warfare amounts to a certain frac- 
tion of the wealth of the German peo- 
ple and that such a sum must be paid 
over as part of the terms of peace, it 
is not to be supposed that material 
wealth to that amount is to be trans- 
ferred bodily from Germany to her 
victims. It may be possible to return to 
these devastated lands some of the prop- 
erty that was stolen by the invaders 
during the time of occupation, and 
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probably some of the shipping sunk in 
violation of international law may be 
replaced directly by transferring ton- 
nage from German to Allied owner- 
ship. But the complete discharge of 
the debt in kind is a practical impossi- 
bility. The confiscation and transfer of 
physical property from Germany to the 
stripped countries would involve so 
much loss in the transition and such 
difficulty in placement and so great de- 
lay in execution that in the majority of 
cases the desired result in reviving the 
industrial life of these long-suffering 
people would be unendurably postponed, 
while the ability of the Germans to 
make complete recompense might be 
seriously imperiled. When hostilities 
stop, the poor world must not be made 
poorer. All hands should be turned to 
rebudding. The policy adopted by 
both sides should be constructive in 
character. * 

While an eye for an eye and a tooth 
for a tooth seems to be the policy that 
will relieve the tension in one’s breast, 
yet neither tooth nor eye can be trans- 
planted ; and whatever one’s feelings 
may be, the real task then will be that 
of restoration. The process must be 
carried on as speedily as possible in a 
way that will enable as well as compel 
the great aggressor to build up what 
she has torn down. 

Restoration must be an essential part 
of the peace terms; for the sake of the 
oppressed the plans should be carried 
out speedily; and the full cost of re- 
placing what was lawlessly destroyed 
must be paid by Germany. 

With these policies determined upon, 
the problem presented is that of prac- 
tical methods of putting them into effect. 

HOW GERMANY CAN PAY 

It is doubtless evident that the Ger- 
man people will be unable to meet this 
obligation by the immediate payment of 
money. The amount will be too great 
to be covered at once and delays in- 
volved would be intolerable. 

The first step is to push forward the 
process of restoration as rapidly as pos- 
sible, securing the required goods from 
the most convenient sources, whether 



they are structural materials or tools 
and machinery or food and clothing to 
support the labor employed in the work 
of rebuilding. The peoples of the har- 
rowed lands must be supported from 
the outside and largely freed from other 
duties in order that they may devote 
themselves to the work of reconstruc- 
tion. If workers from other countries 
are employed to assist in hastening the 
completion of these vital undertakings 
they too must live upon provisions 
drawn from the more fortunate coun- 
tries and districts. That much of this 
can be secured at once from Germany 
is not probable. She is likely to be in 
want of many essentials for some time 
after peace comes and unable to furnish 
quickly the goods she will finally be 
obliged to pay for that are of immedi- 
ate and imperative importance to the 
restoration of her victims. 

FORMATION OF A CREDIT POOL FOR 
RECONSTRUCTION 

The countries which have escaped the 
ravages of military operations and oc- 
cupation must prepare at once to sup- 
ply their unfortunate neighbors with all 
that the latter need to get back to their 
normal mode of life and work. This 
rss : stan"*“ can not be paid for upon de- 
livery. The transaction necessarily will 
be on a credit basis. The United States, 
for example, must be ready to lend 
without stint to the heroic Allies who 
bore the shock of saving the rest of 
mankind from the curse of Kultur. 

A great credit pool for reconstruction 
should be formed by the nations and 
sections that have come out of the strug- 
gle comparatively strong, and their 
combined resources put at the disposal 
of the districts that have been torn 
by the ravages of war. The unity of 
military command and diplomatic nego- 
tiation should be completed by iden- 
tity of interest in restoration. The war 
should not be regarded as over until 
its blighting effects have been removed 
as far as it is possible to wipe them 
out. The ships that have sailed from 
our ports with troops and munitions 
should continue to sail with cargoes of 
reconstruction materials as long after 
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the shouting and the tumult die as is 
necessary to bring back to the peoples 
who suffered vicariously for us a meas- 
ure of the comforts of the civilization 
they saved for tnis and generations yet 
to come. 

The security behind this extension of 
credit should not be a mortgage upon 
the countries that suffered and must be 
restored. By no means. The world is 
in" debt to these lands to such a degree 
that no advances to them could ever 
put the lenders in the position of cred- 
itors. The Allies will not look to the 
victims of unlawful war to make good 
its losses. 

AGGRE8SOR8 MUST BE MADE TO PAY 

The lawless aggressors must be made 
to repair as far as it is possible the 
destruction caused by their inhuman 
violence. To impress adequately upon 
the Huns the world’s horror at their 
methods would require the rest of man- 
kind to descend to their level of bru- 
tality. The exaction of a commensurate 
indemnity is the only remaining way 
to bring home to the German civilians 
and military forces any proper concep- 
tion of the magnitude of their crimes. 
They must be made to labor long and 
hard enough to build up what they have 
ruthlessly torn down. They must pay as 
they are able now and mortgage tiieir 
future as much more as will eventually 
discharge the debt of reconstruction. 

When the French paid the indemnity 
exacted by Germany after the Franco- 
German War of 1870-1871 they sold in 
the markets of the world foreign se- 
curities they owned and bought the 
bonds of their own government, thus 
providing the funds from abroad to 
square the account with their conquer- 
ors. How large an amount of foreign 
stocks and bonds remains in German 
hands now is unknown, but after these 
long years of struggle to save the mark 
from too great depreciation in foreign 
exchange there is little likelihood that 
any considerable volume of German- 
owned foreign securities is available 
as a means of paying an indemnity. 
Compared with the amount to be met 



this source is likely to turn out to be 
all but negligible. 

If, as it would seem from this hasty 
survey, the Germans are not able now 
to pay the enormous indemnity charged 
up to them either in the form of the ma- 
terials of reconstruction or cash or se- 
curities, the practical alternative due 
to the pressing demands of the stricken 
countries is for the Allies to advance at 
once the necessary cost of reconstruc- 
tion and then take such measures as to 
ensure repayment by Germany as fast 
as her people can produce the required 
wealth over the bare necessities for their 
own support. The productive powers 
of the German people must be mort- 
gaged for the next decades if need be 
to create the values necessary to make 
compensation for the damage they have 
done since 1914. 



8TAB1& FORM OF GOVERNMENT ESSENTIAL 

If the Germans are to work and 
from the product of their toil pay this 
huge debt some sort of stable govern- 
ment that will ensure an orderly mode 
of life for the people is essential. Any- 
thing like the collapse of Russia would 
make the Allies’ problem of collecting 
the indemnity extremely difficult. It is 
desirable therefore that the administra- 
tion of public affairs on rational lines 
be maintained lest the chaos of anarchy 
wreck the economic structure of the 
country and check the production of 
wealth, because upon the latter depends 
the possibility of recovering compen- 
sation for unnecesary destruction dur- 
ing the war. A ruined Germany would 
leave the Allies without recourse after 
they have made the necessary provision 
for setting the invaded peoples again 
upon their feet. Without a doubt there 
are those among the Allies who would 
gladly sustain the loss involved if they 
could purchase thereby the suspension 
of the obligations of Christian civiliza- 
tion long enough to treat Germany as 
she richly deserves ; but such indulgence 
can not be bought. The humane nations 
must endure the pain of being decent 
while they compel the Germans to re- 
flect upon their crimes during the long 
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process of paying the cost of relieving 
those who have lived through the ex- 
perience of Teutonic cruelty. 

The programme laid out for the Ger- 
man people involves a term of hard la- 
bor in producing commodities and per- 
forming services that may be useful in 
meeting their debt. How the Allies will 
ensure steady payment of the obliga- 
tions may be something of a problem. 
The Germans after the Franco-German 
War kept troops on French territory 
until the indemnity was paid. Such a 
policy puts the strongest pressure upon 
the debtor to discharge the obligation 
and get the soldiery off the soil of the 
fatherland. No doubt some such ar- * 
rangement will have to be made in the 
present instance because of the total 
inability of the Germans to appreciate 
anything else than sheer force. The 
army of occupation may have a pro- 
longed stay, but it will be a necessary 
one. 

MEANS BY WHICH GERMANY CAN PAY 

Of fundamental importance is the 
question as to what are the sources from 
which Germany can get the means to 
pay this great debt. Cutting off types 
of former expenditures or reducing 
them and increased production of wealth 
are the ways out of the difficulty. 

The first items in which economy can 
be enforced are the outlay for the 
army and navy. The former could be 
reduced to the limits of a police force 
for the maintenance of order. The fleet 
should no longer absorb vast sums in 
the vain effort to gain the mastery of 
the seas. If to the amounts that can 
be saved when militarism is taken from 
the German back there is added what 
can be cut off with the Hohenzollerns, 
the totals will be a handsome figure. 
The proper confiscation of the Imperial 
family’s wealth would increase consid- 
erably the amount with which the nation 
could make a payment on its debts of 
reconstruction. 

The fact that the German railways 
and some potash mines are owned by 
the government mark them off for spe- 
cial treatment. In general when the Al- 
lies expect to secure part of the indem- 



nity from the earnings of going con- 
cerns it will be necessary to leave the 
German people a sufficient stake in the 
profits to give the needed revenue for 
the economical conduct of their govern- 
ment and a stimulus to efficiency in 
management. Some substantial part, 
say half, of the earnings from the rail- 
ways and the mines should be set aside 
under proper supervision of operation 
as contributions to the reconstruction 
of devastated lands. 

The German people who loaned their 
money to further the plans of the mili- 
tary caste shared in its action and 
ought to be charged with special re- 
sponsibility. 

If from one-half of the war bonds 
held by small owners up to three-fourths 
of the holdings of the larger owners 
were confiscated and held in trust for 
the reconstruction fund, the fact that 
war is not a paying business would be 
impressed upon the German mind about 
as deeply as it would be possible to 
do short of a type of retaliation that 
our embarrassing humanitarian prin- 
ciples forbid. The sum of money thus 
made available eventually would go a 
considerable distance in repairing and 
replacing the results of super-wicked, 
methods of warfare. 

The occupation of the customs- 
houses and the exactions of a tariff 
for revenue only upon imported goods 
would offer an opportunity to get the 
money and put pressure upon the Ger- 
man people to pay their obligation as 
fast as possible. 

The great munition makers and the 
profiteers generally should not be al- 
lowed to get away with their ungodly 
gains made at the expense of half of 
mankind. The Allies should stipulate 
that these vultures be made to dis- 
gorge. If any distinctions are to be 
allowed between the German people and 
their masters they ought to run on eco- 
nomic as well as political grounds. The 
groups who have exploited the nation 
for war profits, as well as those who 
have sacrificed their subjects for caste 
and dynasty, should be made to feel 
the obligations of restitution, the puri- 
fying pains of penitential stripes. A 
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one hundred per cent, war profits tax 
should be collected from those who have 
made financial gains out of the suffer- 
ings and destruction of civilized peo- 
ples. A thoroughgoing enforcement of 
such a provision could not but meet 
with the approval of the mass of the 
German people, whose burden would 
be to some degree lessened. # 

INDIVIDUAL GERMANS SHOULD BE HELD 
RESPONSIBLE 

Behind these and similar suggested 
methods of securing enough wealth from 
Germany during the coming years to 
pay for the damage she has done is 
the assumption that she will continue as 
a nation and an economic group. Her 
citizens should be kept within her own 
borders and not allowed to emigrate un- 
til the debt is discharged. There 
should be no escape from this obliga- 
tion on the part of individuals who 
might be able otherwise to avoid the 
duty of helping to square this account. 
It should be made possible for the Ger- 
man people to maintain a stable polit- 
ical system with an orderly administra- 
tion of the law and the continuity of 
their social structure as they may de- 
sire. The Allies have an unlimited 
amount to lose if anything like Bolshe- 
vism should get the upper hand in Cen- 
tral Europe, due to blunders of policy 
in the terms of settlement or methods 
of enforcement. Wrongheadedness that 
would unhorse organization in society 
and put anarchy in the saddle would not 
live long enough to explain away its 
blunder. 

The importance of maintaining the 
integrity of Germany’s economic life is 
due to the fact that only out of the 
product of her labor can she eventually 
pay the indemnity that is to be charged 
against her. Out of her mines, from 
her farms and forests and foreign trade, 
through her factories and over her rail- 
roads must come the products fashioned 
by her labor from raw materials into 
marketable commodities that can be sold 
to raise the funds that are required to 
pay for what the Allies will have ad- 
vanced to rehabilitate the stricken dis- 



tricts. Germany must deliver to the 
markets of the world goods equal in 
value to the indemnity plus interest that 
she must pay. 

It is in this form that the Allies can 
collect in time what Germany can not 
deliver soon enough to be of practical 
service in the reconstruction that can 
not be postponed without adding un- 
endurably to suffering already beyond 
all limits. 

If Germany is to pay this great debt 
with the products of her labor she 
must have the material to work with 
and food for the people of her manu- 
facturing districts. The war has shown 
her dependence on foreign lands for 
essential supplies for sustenance and in- 
dustrial activity. She needs agricul- 
tural produce and colonial wares, ani- 
mal products,, oils, and wool, cotton and 
copper, with a great variety of other 
indispensable commodities, if her popu- 
lation is to live and labor in the years 
to come. She would never be able to 
turn her people to the production of 
potash, beet sugar, wine and beer and 
other characteristic products in sufficient 
volume to square her account with the 
world. If she is to meet the just de- 
mands of an outraged civilization she 
must be given the opportunity to exert 
her strength in creating the values 
through which alone she can make any- 
thing like amends for the gross wicked- 
ness she has committed. Without im- 
ports she would be unable to live and 
work. Without prolonged labor she 
would not be able to create the wealth 
she ought to be made to turn over. Un- 
less the Allies are willing to sell her 
raw stuffs and take from her the prod- 
ucts of her toil they will not be able 
to collect the amount of indemnity that 
they ought to demand. 



THE MOST PRACTICAL FORM OF 
RETRIBUTION 



There exists a strong feeling on the 
part of many people in the Allied coun- 
tries that they can never again use any- 
thing “made in Germany.” The thought 
of it upsets their stomachs. They are 
not to be chided for this, and one ought 
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not to get into an argument over mat- 
ters of such deep feeling. After all 
that has happened it would be strange 
if there were no such revulsion. The 
sympathetic nervous system gets the 
better of any cerebration when one be- 
gins to give attention to this problem. 
It seems not worth while to go on 
with its examination. But after all is 
said and felt, the evil of the past can 
not be allowed to paralyze the construc- 
tive energies of mankind. The fact 
that the criminal can not be hung and 
quartered may fill the righteously indig- 
nant with regret, but it is not sufficient 
reason why he should not favor sen- 
tencing the offender to hard labor and 
using the products of this labor to pay 
the cost of restoring what has been dam- 
aged by the scoundrel's brutality, pro- 
vided this is the severest available pen- 
alty. The output of such labor can 
be purified by the use to which it is 
put. One can forget its origin in think- 
ing what it is destined to do. It would 
hardly be sensible to refuse to ride 
over roads because they had been made 
by convicts, or decline to use a brush 
because a criminal had helped to sup- 
port himself and pay his fine by mak- 
ing it, or refuse to burn coal that felons 
might bring from the mines. It is not 
necessary to take such persons to one's 
bosom, or associate with them person- 
ally, or even make a fruitless effort 
to forgive them. One may even pious- 
ly hope they may be damned and yet 
believe that in the meantime they should 
be made to produce useful goods to 
offset what they recklessly destroyed. 
If the Allies refuse to touch German- 
made articles they stand in the way of 
any workable programme of recon- 
struction to be paid for by the Ger- 



mans. This bit of sentimentality, like 
the feeling that the Allies should not 
retaliate for air raids by bombing Ger- 
man cities, has to be gotten over in 
this sin-cursed and practical world. 

The only way we can collect damr 
ages from Germany is to accept her 
products at least until the amount of 
the indemnity is paid. Commercial in- 
tercourse with Germany must be re- 
sumed or we shall block our own plans 
to force her to make amends. 

As rapidly’ as the overrun lands are 
freed from the Huns the Allies who are 
able should pour in generously the 
means and labor needed for restoration, 
keeping a strict account of the outlay, 
actual and prospective, and charging 
it to the German account. The peace 
terms should place an especial share 
of the burden of repayment upon those 
classes in Germany who have aided or 
profited from the war and hold the 
whole nation for the ultimate discharge 
of the debt. The only practical plan 
by which Germany can pay off these 
obligations is that of working steadily 
upon products that can be sold in the 
markets of £he world and paying over 
the proceeds of these sales to the Al- 
lies who have advanced the cost of re- 
construction. 

The revulsion against everything 
German in its origin must be overcome 
if we are to secure the indemnity that 
they ought to pay. 

After the • account has been squared 
we can indulge in the luxury of our 
aversions, while in the meantime there 
is no need to overwork the gospel of 
human brotherhood in our personal re- 
lations with these people who have put. 
themselves beyond the pale. 
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Roumania’s Economic and Political 

Future 



By NICHOLAS PETRESCU, M.A., Ph.D. 



PRELIMINARY REMARKS 

A MONG the many changes 
wrought by this war will be the 
rapprochement and mutual un- 
derstanding among all the nations with- 
out regard to their political weight. 
For the coming peace will create at 
least an atmosphere of equality in in- 
ternational relations, where every coun- 
try will have an opportunity of contrib- 
uting its part to the common good of 
humanity. Under such circumstances 
the necessity of knowing conditions in 
other nations becomes imperative. 

Before the war the “Big Powers” 
seldom took the trouble to know a small 
country. Roumania. has suffered more 
than any other small country on ac- 
count of this indifference. I cannot re- 
frain from quoting, by way of intro- 
duction, the following lines from Mr. 
Seton-Watson’s book, “Roumania and 
the Great War” (London, 1915), the 
most adequate work on Roumania ever 
written in English:* 

Roumania does not deserve the indiffer- 
ence with which she has been treated. It 
is not as generally recognized as it should 
be that thirteen out of the twenty inde- 
pendent states of Europe have a smaller 
population than Roumania, and her terri- 
tory greatly exceeds in area every other 
Balkan State, as well as the kingdoms of 
Belgium, Holland and Denmark, and the 
republics of Switzerland and Portugal; that 
the Roumanian race in the present kingdom 
and its neighboring countries already num- 
bers between twelve and thirteen millions; 
that the Roumanian army takes rank imme- 
diately after those of the six Great Powers; 
and that her trade almost equals in volume 
the combined trade of Serbia, Montenegro, 
Bulgaria and Greece. This bare statement 
should suffice to prove that Roumania must 
be regarded as an important factor in Eu- 
ropean situation. 



The facts below given will fully 
justify this praise. 

ETHNOGRAPHIC AND ECONOMIC DATA 

Roumania occupies a unique place 
among the countries of southeastern 
Europe. Her geographical position, 
her Latin origin, and her natural re- 
sources are the three main facts which 
constitute her individuality. 

A glance at the map shows the pe- 
culiar position of Roumania. She is at 
the gate of the Orient. Her geograph- 
ical contours are characteristic in this 
respect: the northwestern border rep- 
resents two opening jaws towards the 
Occident, the southeastern border a 
bold and blunt form towards the Orient : 
a fact which manifests itself in the 
proverbial eagerness of the Roumanians 
for western culture and their deep re- 
pugnance against oriental stagnation. 
The whole history of the Roumanian 
race has been determined by this inter- 
mediate position. For 1800 years the 
descendants of the Roman colonists in 
Dacia have struggled to preserve their 
Latin civilization from the barbarous 
waves of Asia. 

Foreign writers improperly call 
Roumania a “Balkan State.” Only a 
small portion of her territory, the prov- 
ince of Dobrudgea, falls geographically 
into this category, as being south of the 
Danube and under the influence of the 
Balkan mountains which run through 
Bulgaria, Serbia and Montenegro. 
Moreover, the name “Balkan State” 
does not apply to Roumania in a psy- 



•Mr. Soton-Watson is lecturer on southeast- 
ern questions in the University of London and 
author of several works bearing on the Balkan 

States. 
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chological sense. The Roumanian peo- 
ple differ through race, traditions, 
habits and education from their neigh- 
bors. It is not the object of the pres- 
ent article to enter into psychological 
considerations. It is enough to point 
out that the Roumanians may be easily 
distinguished from the other south- 
eastern peoples of Europe through their 
mental and physical features. 

This distinctive character of the 
Roumanian nation is the direct conse- 
quence of her Latin origin. The Rou- 
manian language, which is derived 
from the Latin spoken in the Imperial 
era, is in grammar and syntax essen- 
tially Latin. Many customs in Rou- 
mania of to-day were derived from the 
period of Roman life as recorded in doc- 
uments and monuments. 

The natural resources of Roumania 
are unusual for a country of her size. 
The wealth lies chiefly in cereals. 
Thanks to her fertile soil, Roumania 
ranks fifth (after the United States, 
Russia, Argentina and Canada) among 
the grain-growing countries of the 
world. Besides cereals, the mineral 
wealth is considerable. Roumania pe- 
troleum deposits rank third in the world, 
after those of the United States and 
Russia, and are equal to those of Dutch 
India and Mexico. The American 
Standard Oil Co. is largely interested 
in this industry, which is carried on 
partly with foreign capital. The total 
output of petroleum was 1,300,000 
metric tons in 1909. In 1913, of the 
total export of 4,670,000 tons of Rou- 
manian merchandise (cereals, lumber, 
vegetables, fruits, cattle, fish, etc.) the 
petroleum exported amounted to 1,036,- 
000 tons; that is twenty-three per cent, 
of the total tonnage of export. At pres- 
ent the industry is crippled on account 
of the destruction of the oil wells be- 
fore the German invasion, and it will 
continue to be in a lamentable state for 
some time to come, in spite of the effort 
made by the Germans during their oc- 
cupation to reconstruct the wells. It 
has been often rumored that the Allies 
have promised a compensation to Rou- 
mania for the damages caused by the 
destruction of the petroleum industry. 



In this case the work of reconstruction 
may be hastened with the return of 
peace. 



FINANCIAL CONDITIONS 

The Roumanian finances have been 
also disorganized by the war. The 
public debt, which before the war 
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amounted to 1,800 millions of francs 
(lei), has augmented to 6,700 millions 
of francs, not comprising the advances 
consented to by the banks, nor the 
fiduciary circulation. To this total 
there will be added some 600 to 800 
millions of floating debt; that is, a total 
of 6,600 millions of francs. The ex- 
penses of the war are estimated at 
5,000 millions of francs, and the an- 
nual interest of the Roumanian debt 
amounts actually to 600 millions of 
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francs. The Government has the in- 
tention of effecting a great financial re- 
form, comprising notably the augmen- 
tation of inheritance taxes, the intro- 
duction of monopoly for alcohol, the 
taxation of insurances, the industry of 
sugar, the raising of the railway tariff, 
etc. Taking into consideration the 
natural wealth of the country, one may 
reasonably expect that the Roumanian 
finances will soon recover. 

The following table shows the lead- 
ing place of Roumania in comparison 
with the other southeastern countries 
of Europe. The figures are those of 
1913: 



Area Roumania Bulgaria 

Square miles . . 53,489 42,022 

Population .... 7,601,66V) 5,300,000 

Imports $113,872,000 $38,474,000 

Exports $129,446,000 $34,634,000 

Revenue $106,413,000 $53,148,000 

Expenditures . $93,744,000 $53,146,000 



were Austro-Hungarian subjects, hav- 
ing come from Transylvania and other 
provinces of the dual monarchy, the 
Roumanian Government deemed it un- 
necessary to take a direct hand in Amer- 
ican-Roumanian relations. When the 
territories habited by Roumanians will 
be redeemed and incorporated into the 
Kingdom, many Roumanian immigrants 
into the United States will return to 
their home. This fact will develop not 
only the business relations between the 
two countries, but also a certain senti- 
mental relationship between the two 
nations. 

Finally, the much discussed “Jewish 



Greece 


Serbia Montenegro 


41,451 


33,707 5,475 


4,821,000 

34,341,000 

$13,328,000 


4,623,498 435,000 

22,277,000 


$22,565,000 


$44,671,000 


$41,364,000 


$44,863,000 


$41,364,000 



RELATIONS WITH THE UNITED STATES 

It is evident that such a rich coun- 
try abounds in infinite possibilities as 
regards the economic development of 
its resources. With the aggrandize- 
ment of her territory, Roumania will 
present after the war a larger field of 
international trade than in the past. 
The economic relations with the United 
States especially will be extended. The 
new conditions caused by the havoc of 
war, the work of reconstruction and 
the need of agricultural and industrial 
machines and implements will neces- 
sarily create a demand for American 
manufactured products, which will thus 
replace the German products. Previous 
to the war, Roumanian trade relations 
with the United States were very lim- 
ited, a fact partly due to her distance 
from this country, but mostly due to 
the lack of international relations (dip- 
lomatic, commercial, shipping and 
banking facilities). The appointment 
of a Roumanian legation at Washing- 
ton last year and of Roumanian consuls 
in the largest cities will certainly fos- 
ter intercourse between the two coun- 
tries. As long as the majority of Rou- 
manian emigrants to the United States 



question,” which has so much contrib- 
uted to the discredit of Roumania in 
the United States, will find a satisfac- 
tory solution in conjunction with the 
“peasant question,” on which it has 
always depended. For as long as the 
Roumanian peasants were economically 
handicapped by a system of large es- 
tates belonging to a few landlords, their 
political independence was relative. To 
grant political rights to the Jews, who 
were economically independent, would 
have thus meant to create a state of af- 
fairs incompatible with the national in- 
terests of the country. Nobody will 
deny that the Roumanian peasants de- 
serve by right and nationality at least 
the same conditions of equality as the 
Jews. 

The legend of the ill treatment of 
the Roumanian Jews will disappear 
with the solution both of the peasant 
and the Jewish question. However, in 
considering this last question, one 
should always bear in mind the follow- 
ing facts: Roumania has a larger rat : o 

of Jews than any other country in the 
world, about 400,000, that is to say, five 
per cent, of the total population; the 
majority of them are of foreign origin, 
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An Outline Map of Roumania 



mainly from Galicia and Russia ; so 
far the Jews have been hostile to Rou- 
manian institutions; some of the loud- 
est calumnies spread abroad concern- 
ing Roumania emanate from a portion 
of the Roumanian Jews; the favorable 
condition of the Roumanian Jews as 
regards their material wealth and re- 
ligious culture are beyond comparison 
with those of their brethren in other 
European countries; finally, the Jewish 
question in Roumania is neither a re- 
ligious nor international question, but 
purely an internal affair, which must 
be solved within the national boundaries 
of the country. These facts are gen- 
erally ignored by the foreign press. 
Roumanians reputation of being intol- 
erant towards the Jews is an insinua- 
tion as mischievous as the interpreta- 
tion which is sometimes given to the 
alien land law in California. 

roumania's part in the war 

Two circumstances have aroused as- 
tonishment in all countries with regard 



to Roumania's role in this war: her 
sudden decision to enter the conflict, and 
her sudden collapse. While the first 
was greeted with an outburst of en- 
thusiasm in the Allied countries, the 
second was looked upon as bad work 
on the part of a country from which 
everyone expected great results. Lack 
of space prevents me from dwelling at 
length upon these two important points. 
I shall, however, give a succinct account 
of the underlying motives which have 
determined Roumania's status in the 
world war. 

It will be advisable to premise a few 
words regarding the national and po- 
litical interests of Roumania before the 
war. Almost forty per cent, of the 
Roumanian race live in Austria-Hun- 
gary, where the medieval organization 
of state chains their national existence. 
For this reason Roumania has always 
longed for an opportunity of liberating 
her oppressed brethren and of uniting 
them with the free Roumanian nation. 
The present war offered this oppor- 
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tunity, and all Roumanians regarded it 
as the dawn of a new era, which would 
lead to the realization of the national 
ideal. On the other hand, the ever- 
growing influence of Germany upon the 
economic and political life of Rouma- 
nia was the danger of which all Rou- 
manians were aware before the war. 
This influence appeared still more fatal 
in the eyes of the Roumanian people 
on account of Germany’s association 
with Austria-Hungary, the hereditary 
and immediate foe of Roumania. Final- 
ly, the sympathies of race and culture 
which Roumania has always cherished 
towards France and Italy, formed an- 
other strong motive of being pro-Ally. 
One thus understands why Roumania’s 
heart and interests were on the side 
of the Allies from the beginning of the 
war. Yet, some political writers have 
been surprised at Roumania’s waiting 
policy and have endeavored to explain 
her collapse as the result of this policy. 
They even went farther in saying that 
a good portion of the Roumanian peo- 
ple were pro-German. To dispel this 
wrong impression, I shall record brief- 
ly the course of events. This will at 
the same time furnish an elucidation of 
the two points mentioned. 

To understand why Roumania en- 
tered the war suddenly and at an un- 
propitious moment, one must remem- 
ber the following facts: After the suc- 
cesses of the Russian spring offensive 
in Bukovina (1916) and after the Ger- 
man failure at Verdun, the war barom- 
eter seemed favorable for the Allies. 
Besides, the coming into action of the 
new British armies and the beginning 
of the battle of the Somme made one 
believe that the German military power 
was doomed to dwindle soon. Under 
the impression of these events public 
opinion in Roumania grew impatient. 
War was then decided on in principle. 
The Government knew, however, that 
Roumania could not fight unless the 
Allies were able to assist her. The 
length of her front (about 500 miles) 
and the lack of military supplies were 
the two main obstacles. The army was 
inadequately equipped for the conditions 
of modern warfare in spite of the efforts 



made during two years of preparation. 
Aeroplanes and big guns were mostly 
needed, since they could not be fabri- 
cated in the country. 

In the meantime the Allies in general 
and Russia in special had officially 
promised Roumania a strong military 
cooperation, as well as the immediate 
sending of war material. In other 
words, they contemplated an offensive 
both on the Galician and the Macedo- 
nian fronts and the delivery of guns 
and ammunitions to Roumania as soon 
as the country should enter the war. 
The special terms with Russia included 
the immediate sending of 300,000 sol- 
diers across Dobrudgea to fight the 
enemy on the southern front in order 
to enable the Roumanian Army to de- 
vote all her strength against Austria- 
Hungary. Finally, the arrogant warn- 
ing of the Russian Imperial Govern- 
ment that, if Roumania shrinks from 
immediately joining the Allies, she will 
not be allowed later on to cull the 
fruits of the allied victory, had also 
hastened her entrance into the conflict. 
The Roumanian Government under the 
premiership of J. J. C. Bratianu fully 
realized the insecurity of the Russian 
promises as well as the danger of the 
Russian menace. The events of the 
war of 1877-78 were still alive in the 
memory of the Roumanian people. 
The Government then turned to the 
French and British* Governments for 
assurance. With the endorsement of 
these two Governments, and with the 
conscience of helping the cause of hu- 
manity, it decided to stake everything. 
At the crown council held a few hours 
before the handing of the ultimatum to 
Austria-Hungary (August 27, 1916), 
the most illustrious of Roumanian 
statesmen, Mr. Peter Carp, raised his 
voice against the majority of his coun- 
trymen, and warned the nation, like a 
second Laocoon, of the coming calamity. 
And the actual Prime Minister, Mr. 
Alexander Marghiloman, declared that 
Roumania took such a grave step be- 
fore being sure of two essential things, 
namely, that she was sufficiently pre- 
pared and that the Allies would sup- 
port her effectively. Unfortunately, 
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both statesmen proved to be right in 
their gloomy vision, and Roumania had 
to pay the penalty for her sudden de- 
cision. 

What happened, everyone knows. 
The intended Allied offensive did not 
take place, neither on the Galician 
front, where the armies of General 
Brussiloff stood still, nor on the Saloni- 
ki front, where the armies under the 
command of General Sarail maintained 
a passive attitude throughout the first 
phase of the Roumanian campaign 
(August-December, 1916) for reasons 
which remain to be ascertained by fu- 
ture historians. Moreover, the guns and 
ammunitions reached the Roumanian 
Army always too late, thanks to the 
treachery of the Russian administra- 
tion. Instead of the 300,000 soldiers 
promised, the Czar's Government sent 
& division made up chiefly of unin- 
structed Siberian troops. Roumania 
was thus obliged to divide her army 
and to fight on two fronts against an 
enemy superior in men and armament. 
The only help which Roumania re- 
ceived from the Allies during those try- 
ing days, and for which she will always 
be thankful, consisted of a military 
commission of French officers under the 
command of General Berthelot, a mili- 
tary and Red Cross commission from 
England and a Red Cross commission 
with medical supplies from the then 
neutral United States. 

The treachery of the Russian Gov- 
ernment under Stuermer and Proto- 
popoff, whose machinations were pub- 
licly disclosed some time ago, and the 
lack of cooperation on the part of the 
Western Allies brought about Rouma- 
nia’s sudden collapse. In no country 
has the Roumanian defeat been so much 
resented as in England, where the res- 
ignation of the Asquith Ministry (De- 
cember, 1916) was the immediate conse- 
quence of what Premier Lloyd George 



justly termed “bad business” for the 
Allies. Germany was allowed to con- 
quer a large territory, rich in cereals 
and minerals, which enabled her to pro- 
long her economic resistance and there- 
by to lengthen the duration of war. 

The Roumanian people have borne 
t^eir fate with fortitude, and, in spite 
of all sufferings and losses, they never 
gave up the fight for justice and hu- 
manity. The Bolshevik treachery and 
the underhand dealings of the new Gov- 
ernment of Ukraine forced them to re- 
cede temporarily. But the shameful 
conditions imposed by the peace which 
Germany for the time being enforced, 
merely steeled their hearts and made 
them recover their national vitality, 
shattered after two years of frightful 
invasion. 

The Peace Conference will settle the 
frontiers of the European countries ac- 
cording to the great principle of na- 
tionality. Roumania will acquire the 
national unity of the entire Roumanian 
race, and will thus emerge stronger 
than ever out of this war. The polit- 
ical importance of a Latin people bar- 
ring the way of the German expansion 
towards the East cannot be sufficiently 
emphasized. With a strong Roumanian 
State at the gate of the Orient, the 
much-heralded “Mittel-Europa” would 
necessarily vanish. Let us add that a 
strong Roumanian State corresponds 
both with the political interests of the 
Allies and the principles of right and 
justice in international relations. 

While the Roumanian nation was, for 
the reason stated, forced out of war, 
it continued to take an active interest 
in the course of events, and to look upon 
the Allies as her liberators, waiting on 
the hour when it again would become 
possible to range herself with the up- 
holders of national liberty and interna- 
tional justice. 
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Property Left with Bank for 
Safe-keeping 

Sawyer v. Old Lowell National Bank, Su- 
preme Judicial Court of Massachusetts, 
119 N. E. Rep. 8 25 . 

W HETHER or not a bank has 
inherent power to receive 
property for safe-keeping is 
a mooted question. And where a bank 
does receive property for such purpose 
and the property is subsequently lost, 
through theft or other cause, the liabil- 
ity of the bank to the owner of the 
property is another matter, upon which 
the decisions of the courts are inhar- 
monious. The rule generally applied 
is that the bank which undertakes to 
take care of property for its customers 
without compensation, is under an ob- 
ligation to exercise ordinary care and 
no more. 

Some time ago a case arose in New 
York, wherein a customer of a bank left 
a parcel of bonds with the teller of the 
bank. The bonds were placed in the 
safe where the bank’s own securities 
were kept, but the door of the safe was 
sometimes left open and the safe was 
accessible to any person entering the 
bank. It also appeared that there 
were times during the day when the in- 
terior of the safe was not within the 
view of any official of the bank. The 
bonds were stolen and there was evi- 
dence that the theft was probably com- 
mitted by someone coming in from the 
street. It was held that the bank had 
not exercised ordinary care, but had 
been guilty of gross negligence and was 
consequently liable to the owner of the 
bonds. This was the case of Pattison 
v. Syracuse National Bank, 80 N. Y. 
94. 

The present case involves the discov- 
ery of a will in the vault of a bank 
in Lowell, Mass., years after the death 
of the person by whom the will had been 



executed. In the meantime the estate 
had been distributed to the next of kin 
under the intestate laws of Massachu- 
setts and the next of kin had distrib- 
uted their respective shares in accord- 
ance with the dictates of their own in- 
clinations. 

The testatrix, it seems, had died in 
April, 1902, while on shipboard return- 
ing from a trip to Jamaica. It was 
known that she had made a will and a 
search was instituted but nothing came 
of it and finally letters of administra- 
tion on the estate were issued. In Feb- 
ruary, 1910, two clerks in the employ 
of the bank while removing the contents 
of a vault came upon a tin box inscribed 
with the name of the testatrix and when 
the box was opened the will w*as found, 
together with some family “keepsakes”’ 
of no intrinsic value. The will was 
later admitted to probate and the ad- 
ministrator brought action against the 
bank, claiming as damages the expenses 
of administration and the value of the 
real estate which had been sold by the 
heirs prior to the discovery of the will. 

The bank, in this case, was held to 
be free from liability, the reason being 
that it was not shown that the bank 
knew, or should have known, that the 
box contained a will. 



OPINION 



Action of .tort or contract by John 
F. Sawyer, administrator, etc., of the 
estate of Sarah R. Spalding, against 
the Old Lowell National Bank, result- 
ing in verdict for defendant. On re- 
port to the Supreme Judicial Court, 
Judgment ordered on the verdict. 

The case declared on, and tried in the 
superior court, was the alleged breach 
of duty by the defendant, as bailee, in 
failing to produce or deliver the box 
containing the last will of Sarah R. 
Spalding. We assume, for the purposes 
of this case, that the plaintiff is a proper 
party to sue in the right of the testa- 
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trix for some of the elements of al- 
leged damage, and that the remedy 
provided by R. L. c. 135, section 14, 
in favor of persons aggrieved by the un- 
reasonable neglect of the possessor of 
a will to deliver it into ther probate 
court, is not exclusive. Nevertheless 
the plaintiff has failed to establish the 
essential fact, that the defendant ever 
became bailee of the will. Presumably 
it could be inferred from the evidence 
that the tin box was left at the bank 
for safe-keeping; but there is nothing 
in the record to indicate that the de- 
fendant knew or reasonably ought to 
have known that Miss Spalding’s will 
was contained in it. Acceptance of the 
box would not make the bank responsi- 
ble for its contents. As was said in 
Scollans v. Rollins, 179 Mass. 346, 
where a sealed envelope containing 
bonds was delivered: 

“* * * I f the certificates had 

been handed to him in a sealed envelope, 
they would not have been entrusted to 
him, and opening the envelope would 
have been like a carrier’s breaking bulk. 
The modern decisions have followed the 
ancient suggestion that in such cases 
there is no delivery of the contents of 
the inclosure.” 

As the defendant never became cus- 
todian of the will of Miss Spalding it 
is unnecessary to consider whether it 
would be authorized under the National 
Bank Acts (Acts Cong. June 3, 1863, 
c. 106, 13 Stat. 99), to accept a will 
for safe-keeping, and would be legally 
liable for the consequences due to it.« 
failure to deliver the will according to 
directions. See Myers v. Exchange 
National Bank, 96 Wash. 244; Dresser 
v. Traders* National Bank, 165 Mass. 
120; First National Bank v. Union 
Trust Co., 244 U. S. 416. 

The plaintiff, in his supplemental 
brief, argues that the defendant bank 
was bailee of the tin box, as distin- 
guished from its contents. It is appar- 
ent from the record, however, that the 
bailment claimed in the pleadings and 
at the trial was that of the will, and 
the damages contended for could not 
arise from the loss of the box itself. 
Even if the question were now open 
to the plaintiff, it is difficult to see how 



an empty tin box, gratuitously stored in 
the bank vault for the accommodation 
of the owner, could be regarded as a 
“special deposit,” the handling of 
which would come within the regular 
line of banking business, like money, 
stocks, bonds and other securities. 
American National Bank v. E. W. 
Adams & Co., 44 Okla. 129; Foster et 
al. v. Essex Bank, 17 Mass. 479. 

The plea in abatement and demurrer 
have not been argued by the defendant, 
and the issues raised thereby are dis- 
posed of by what we have said. The 
conclusion of evidence offered by the 
plaintiff on the question of damages 
has become immaterial in view of our 
decision on the issue of liability. Mil- 
len v. Gulesian, 229 Mass. 27. The 
trial judge rightly directed a verdict 
for the defendant, and in accordance 
with the report judgment is to be en- 
tered on the verdict. 

So ordered. 



Depositor’s Duty to Examine 
Bank Statements and Re- 
turned Vouchers 

California Vegetable Union v. Crocker Na- 
tional Bank of San Francisco, Califor- 
nia District Court of Appeal. 

174 Pac. Rep. 920. 



A bank is ordinarily not permitted to 
charge against a depositor’s account 
checks which it has paid bearing a 
forgery of the depositor’s signature. A 
bank may escape liability in a case of 
this kind where it appears that some 
negligent act on the part of the de- 
positor has contributed to the payment 
by the bank. An illustration is found 
in the case where a depositor has neg- 
lected to examine the statements of ac- 
count furnished by the bank and the re- 
turned vouchers and report any discrep- 
ancies without unreasonable delay. The 
depositor owes an obligation in this re- 
gard to his bank and his failure to live 
up to it will result in shifting the li- 
ability from the bank to him. It is, 
therefore, always to a bank’s advan- 
tage to see to it that its depositors* 
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accounts are regularly balanced and to 
promulgate such rules as will clearly 
put it up to the depositor to check up 
his account and notify the bank of any 
errors. 

The plaintiff corporation, in the 
above entitled case, kept its account in 
the defendant bank. It was arranged 
that checks on the account should be 
signed by the plaintiff's cashier and 
also by its manager. During a period 
of about a year the cashier forged the 
manager’s name on 136 checks, aggre- 
gating nearly $4,000, and pocketed the 
proceeds. The forgeries were not dis- 
covered until after the cashier had de- 
parted leaving no trace. But it ap- 
peared that, if any of the officials of the 
plaintiff had taken the bother to exam- 
ine the monthly statement and vouchers 
sent in by the bank, the fraud would 
have been exposed. The plaintiff’s fail- 
ure to do this placed upon it the burden 
of the loss and it was permitted to re- 
cover only $40, the amount of two 
checks paid after the bank had been 
notified of the other forgeries. 

One thing that helped the bank was 
the fact that its monthly statements 
were accompanied by the following 
written request: 

“Please examine the inclosed account 
and return this at your earliest conven- 
ience signed by the principal, as this 
bank will not consider itself responsible 
for errors or discrepancies which are 
not advised within fifteen days after 
delivery of the statement.” 

OPINION 

Appeal from Superior Court, City 
and County of San Francisco; Frank 
J. Murasky, Judge. 

Action by the California Vegetable 
Union, a corporation, against the 
Crocker National Bank of San Fran- 
cisco, a national banking association. 
From a judgment in its favor granting 
only a part of the relief demanded, 
plaintiff appeals. Affirmed. 

Walter R. Bacon, of San Francisco, 
for appellant. Morrison, Dunne & 
Brobeck, of San Francisco (J. F. Shu- 
man, of San Francisco, of counsel), for 
respondent. 



Beasly, Judge pro tern. The Cali- 
fornia Vegetable Union is a Los An- 
geles concern having a branch house 
in San Francisco. Of this branch house 
during the period in which we are in- 
terested H. F. Ardery was the man- 
ager and Fred B. Weeks the cashier. 
During the years 1911 and 1912 and 
until the end of the year 1913 the plain- 
tiff’s branch house in San Francisco 
was a depositor of the defendant bank. 
The bank was instructed to pay checks 
of the plaintiff when signed by Fred B. 
Weeks, its cashier, and H. F. Ardery, 
its manager. Weeks became an em- 
ployee of the plaintiff about the 1st of 
May, 1912, and continued in that em- 
ployment until about September 1, 
1913, when he “departed these quarters 
for parts unknown, leaving behind him 
a trail of forged checks.” Betw r een 
September 18, 1912, and August 28, 
1913, Weeks forged the name of 
Ardery to 136 separate checks, all 
drawn upon the plaintiff’s account in 
the defendant bank, and aggregating 
$3,972.65. The bank cashed these 
checks, and charged their amount to 
plaintiff’s account. The checks went 
through the bank during the various 
months of this period, and at the end 
of each month the forged checks paid 
during that month, together with all the 
valid checks of the plaintiff, were re- 
turned to it, with a list of all checks 
paid by the bank during that month. 
The statement accompanying the vouch- 
ers also showed the balance to the credit 
of the plaintiff at the end of the pre- 
ceding month in each instance, the. 
amount of all deposits made by it dur- 
ing that month, and separately all 
checks of plaintiff paid by the bank 
during the current month, and the bal- 
ance to the credit of the plaintiff on 
the defendant’s books at the end of the 
month. These returned checks and 
these accounts for all of the months 
from August, 1912, to August, 1913, al- 
though regularly received in the course 
of business at the end of each month 
during that period, were never examined 
by the plaintiff, nor by its manager 
Ardery, until some time in September, 
1913, after Weeks had absconded. Dur- 
ing the period in which the forgeries 
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were perpetrated Mr. O’Neal, the presi- 
dent of the plaintiff company, visited 
the San Francisco branch on several oc- 
casions. He had opportunity to ex- 
amine the account of the plaintiff in 
the bank and the returned checks and 
vouchers, but he never did it. He did, 
however, see the general statement 
showing the bank balance of the branch 
house during that time. Other officials 
of the company visited the office in San 
Francisco during the period but none of 
them ever examined or paid any atten- 
tion whatever to the bank balances or to 
the written statements of the business 
of the branch with the bank. The 
plaintiff also employed an auditor in 
its Los Angeles office, whose duty it 
was to examine its bank balances and 
check up month by month the canceled 
checks and vouchers, but no examina- 
tion of the checks and vouchers of the 
branch in San Francisco was ever made 
by this auditor during that time, nor 
by any one performing similar duties. 

Mr. O’Neal testified that he knew it 
to be a custom of banks to furnish to 
their depositors monthly statements 
showing their balances, together with 
the vouchers and canceled checks that 
had been paid and charged to the ac- 
count during the month; that he never 
asked Mr. Ardery if he was having that 
done in San Francisco; that the checks 
were made up in blocks of 100 each; 
that a check register was kept num- 
bered to correspond with the various 
numbers of the checks, and ruled so 
that the purpose of the check is stated 
in the cash book or check register; that 
the regular system of the plaintiff was 
that every time a check went out the 
company had a list or memorandum of 
the check in the office, and that it was 
possible when the checks came back 
from the bank at the end of each month 
to compare them with the check register 
by numbers and amounts, but this was 
never done. Had any of these precau- 
tions been taken Weeks’ rascality would 
have been discovered. Weeks was not 
without considerable skill in these for- 
geries. The forged signatures of Ar- 
dery were strikingly similar to his true 
signature. Several officers of the de- 
fendant bank, all skilled in the detec- 



tion of forgeries, testified that this was 
so. Mr. Ebner, the assistant cashier of 
the bank, who has had thirty-three 
years’ experience in examining signa- 
tures on bank checks, said that if the 
bank were to refuse payment of checks 
bearing signatures agreeing as closely 
with the authorized signature in the 
bank as did the forged signatures of 
Ardery, the result would be a refusal 
of payment of about half the checks 
presented at banks. 

Ardery excused his remissness in 
paying no attention to the bank account 
by the curt statement that it was none 
of his business; that “Weeks was under 
bond to take care of that end of the 
work.” Generally speaking, the method 
of these parties in doing business may 
be said to have corresponded with the 
customs of metropolitan banks and their 
depositors in transacting business with 
each other; and it appears from the 
evidence that had Mr. O’Neal or Mr. 
Ardery or their auditor given any at- 
tention whatever to the returned checks 
or to the state of plaintiff’s bank bal- 
ances they would have known that from 
the beginning of his transaction of busi- 
ness with the bank Weeks was forg- 
ing the name of Ardery to checks, cash- 
ing them and converting the money to 
his own use. 

The court gave judgment for the 
plaintiff for $40, this being based on 
two checks of $20, each forged and ut- 
tered by Weeks prior to his disappear- 
ance on the last day of August, and 
paid by the bank in September about a 
week after it had been notified by 
Ardery of the other forgeries. 

The principal problem in this case 
may be stated in the language of the 
Supreme Court in the case of Otis 
Elevator Co. v. First National Bank, 
163 Cal. 31, 124 Pac. 704, 41 L. R. A. 
(N. S.) 529, and is as follows: 

“The claim made by the appellant 
was that * * * the evidence pre- 

sented the simple case of a forgery 
* * * to which is to be applied the 

well-settled rule that as between the 
bank and its customers the payment of 
forged or altered checks by such bank 
is made at its peril, and cannot be 
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charged against the depositor’s account. 
This, of course, is the general rule, and 
it is applied stringently in cases of sim- 
ple forgery which involve no other ele- 
ments than that the purported check 
of the depositor which was paid was a 
forged one. But this rule is not applied 
unqualifiedly. It has its limitations and 
exceptions, as general rules usually 
have, and is modified to the extent that 
when some negligent act * * * of 

the customer has contributed to the pay- 
ment by the bank, or the facts in a 
particular case surrounding the forgery 
of a check and its presentation and pay- 
ment are of such character as call for 
the application thereto of some general 
principle of law or equity, they may be 
relied on by the bank as an estoppel 
against the customer, precluding him 
from denying the correctness of the 
payment.” 

The exact question here involved has 
never been squarely decided in the 
courts of this state so far as we have 
been able to discover. An instruction 
in accordance with the contention of 
the appellant was expressly disapproved 
in the case of Janin v. London & S. 
F. Bank, 92 Cal. 14, 27 Pac. 1100, 14 
L. R. A. 320, 27 Am. St. Rep. 82, 
which instruction reads as follows: 

“In considering the fact that Mr. 
Janin’s bank book was balanced, and 
that the bank’s statement of the bal- 
ance was apparently acquiesced in for 
a considerable length of time, I instruct 
you that the plaintiff was under no con- 
tract to the bank to examine with dili- 
gence his returned checks and bank 
book. In contemplation of law, the 
book was balanced and the checks re- 
turned for the protection of the deposi- 
tor, not for the protection of the bank, 
and when Mr. Janin failed to examine 
it, the only consequence was that the 
burden of proof shifted. Mr. Janin 
then became bound to show that the ac- 
count was wrongly stated. This right 
he has preserved so long as the claim 
was not barred by the statute of limi- 
tations.” “This instruction,” says the 
court in the opinion, “although appar- 
ently supported by the authority of 



Weisser v. Denison, 10 N. Y. 68, 61 
Am. Dec. 731, is not in our opinion en- 
tirely correct, and is in conflict with the 
other instructions referred to. When 
considered in connection with a portion 
of another instruction given, to the ef- 
fect that it ‘was sufficient to give notice 
when the forgery was discovered,’ this 
instruction clearly implied that the 
plaintiff could not be charged with neg- 
ligence in not examining his checks 
within a reasonable time, and that the 
jury were only to inquire whether he 
was guilty of unreasonable delay in 
giving notice after he made the exam- 
ination and discovered the forgery. 
This is not the true rule. * * * 

The court thus disapproved of the 
exact contention which counsel for ap- 
pellant makes in this case, although it 
must be said that it did not reverse 
the case for that reason, but on other 
grounds, holding that in view of the 
undisputed evidence in the case the giv- 
ing of this erroneous instruction did 
not justify a reversal of the judgment. 
This case and the case of Otis Elevator 
Co. v. First Nat. Bank, supra, are the 
only cases that we have been able to find 
in this jurisdiction, where this rule has 
been considered by the court; and in 
neither of those cases, it must be ad- 
mitted, were the facts exactly those of 
this case ; nor did the Supreme Court in 
either of those cases finally base its 
decision upon the proportions of law 
here involved. However, those cases 
appeal to us as sound expressions of the 
legal principle which must apply to the 
facts of the case at bar; and our con- 
clusion in that respect is in accord with 
the weight of authority in the United 
States. 

The principle embodied in the case 
of Otis Elevator Co. v. First Nat. Bank, 
supra, and the general rule above stat- 
ed, find emphatic approval and appli- 
cation in the leading case of Leather 
Manufacturers’ Bank v. Morgan, 117 
U. S. 96, 6 Sup. Ct. 657, 29 L. Ed. 811, 
in which the court, treating the presen- 
tation of a bank book written up accom- 
panied by the canceled checks of the 
depositor to him as an account stated, 
says : 
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“Where a party to a stated account, 
who is under a duty, from the usages of 
business or otherwise, to examine it 
within a reasonable time after having 
an opportunity to do so, and give time- 
ly notice of his objections thereto, neg- 
lects altogether to make such examina- 
tion himself, or to have it made, in good, 
faith, by another for him, by reason of 
which negligence the other party, rely- 
ing upon the account as having been 
acquiesced in or approved, has failed to 
take steps for his protection which he 
could and would have taken had such 
notice been given,” the depositor is es- 
topped by his conduct to question the 
conclusiveness of the account stated 
which arises out of the presentation to 
him of the account and his failure to 
examine it and detect the frauds con- 
tained therein, and give the bank no- 
tice thereof in order that it may pro- 
tect itself against future frauds of a 
similar character. 

In addition to the rule laid down very 
clearly after an able and exhaustive 
discussion in the case of Leather Manu- 
facturers' Bank v. Morgan, supra, the 
question has been before the Court of 
Appeal of the state of New York in 
the case of Morgan v. United States 
Mortgage & Trust Co., 208 N. Y. 218, 
101 N. E. 871, L. R. A. 1915D, 741, 
Ann. Cas. 1914D, 462, in which the le- 
gal principle in issue here was approv- 
ingly applied and clearly stated in the 
following language (syllabus) : 

“Primarily a bank may pay and 
charge to its depositor only such sums 
as are duly authorized by the latter, 
and of course a forged check is not au- 
thority for such payment. It is, how- 
ever, permitted to a bank to escape li- 
ability for repayment of amounts paid 
out on forged checks by establishing 
that the depositor has been guilty of 
negligence which contributed to such 
payments, and that it has been free 
from any negligence. A depositor who 
sends his passbook to be written up and 
receives it back with his paid checks as 
vouchers, is bound, under certain cir- 
cumstances, to examine the passbook 
and vouchers, and report to the bank 



without unreasonable delay any errors 
which may be discovered.” 

The repeated failures of the appel- 
lant to heed this request speaks with 
much force in favor of the application 
of the principles above stated. 

The claim that the plaintiff never re- 
ceived these statements is hardly worthy 
of notice, as its officers visited its 
branch house in San Francisco from 
time to time, as we have seen, and its 
manager, Mr. Arderv, was in charge of 
the branch house constantly during the 
time when these forgeries were being 
perpetrated. Their possession of and 
control over these statements and re- 
turned checks follow from their control 
of their branch establishment. 

In Pennsylvania the leading case of 
Myers v. Southwestern Natl. Bank, 193 
Pa. 1, 44 Atl. 280, 74 Am. St. Rep. 672, 
held in conformity to the views of the 
United States Supreme Court and of the 
Court of Appeals of the state of New 
York in the case above cited and other 
cases, upholding the same doctrine, and 
stated that if the plaintiff’s duty to the 
bank had been performed at the proper 
time, the fact would have appeared that 
the bank had charged the plaintiff on 
his bank book with the payment of two 
items for which no vouchers appeared 
among the checks handed to him by the 
clerk, and that, no objection having 
been made at the time of the presenta- 
tion of the statements by the bank, the 
latter had the right to assume that 
everything was correct, including the 
two checks purporting to have been 
forged, and that the silence of the plain- 
tiff was tantamount to a declaration to 
that effect, and that in afterwards hon- 
oring checks signed by the same person 
the bank had a right to consider the 
fact that these signatures had been at 
least tacitly recognized by the plaintiff 
as genuine. Further the court in that 
case said: 

“In view of the uncontradicted evi- 
dence as to the foregoing facts, it can- 
not be doubted that as between the bank 
and the plaintiff the latter alone should 
be held responsible for the conse- 
quences resulting from the failure to 
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examine the checks in question and ap- 
prove or reject them within a reason- 
able time. In contemplation of law, 
the delivery of the checks to plaintiff’s 
clerk was a delivery by the bank to the 
plaintiff himself, as the basis on which 
its credits were claimed. The bank was 
therefore entitled to have them exam- 
ined, and, if rejected, returned within 
a reasonable time. That was not done, 
and because of plaintiff’s failure to per- 
form his duty in that regard he should 
not be permitted to recover. Any other 
rule would be inconsistent, not only 
with general and long-established cus- 
tom, but also with well-settled princi- 
ples of law on that subject.” 

Without quoting further, it may be 
said that the great weight of authority 
in the United States supports the con- 
clusions arrived at in the cases above 
cited. It is true that those cases were 
based upoft bank books written up, but 
there is no distinction in principle be- 
tween the old-fashioned bank book an4 
the modern statements furnished by a 
bank to its depositors from time to time 
upon the balancing of their accounts 
and the return of the canceled checks 
to them. Improved methods of book- 
keeping in banks do not render inap- 
plicable the rule of law here invoked 
and applied. To lay down any other 
rule than that hereinabove stated would 
be to add an unjust burden to the du- 
ties of paying officers of banks. The 
greatly increased volume of business 
consequent upon the development of 
modern commerce, and the almost uni- 
versal use of checks in settlement of 
every conceivable obligation, make the 
post of paying teller of a bank — com- 
pelled as he is to know the signature 
of every depositor of a bank — an ex- 
ceedingly difficult one. If depositors 
may regularly at frequent intervals re- 
ceive their vouchers and be notified, as 
was the appellant here, of reduced bal- 
ances of their accounts in banks conse- 
quent upon the unfaithfulness of trusted 
employees during a period of nearly a 
year, and by neglecting to exercise rea- 
sonable supervision over their own busi- 
ness fail to discover fraud which has 
been perpetrated upon them and the 



bank, and may thus leave the bank in 
ignorance of the frauds thus committed, 
and charge the bank with the losses thus 
occasioned, then banks and their paying 
tellers face hard conditions indeed. We 
do not feel justified in establishing any 
such rule in this state. 

In the case at bar there is an addi- 
tional reason for the application of this 
principle arising from the fact that the 
statements and returned checks were 
accompanied by the following written 
request on the part of the bank: 

“Please examine the inclosed account 
and return this at your earliest conven- 
ience signed by the principal, as this 
bank will not consider itself responsible 
for errors or discrepancies which are 
not advised within fifteen days after de- 
livery of the statement.” 



Similarity of Bank Names 



Detroit Savings Bank v. Highland Park 
State Bank, Supreme Court of Michi- 
gan, 167 N. W. Rep. 895. 



A corporation is entitled to the 
full and unhampered use of its cor- 
porate name.. In this respect the cor- 
porate name is like any other trade- 
mark or trade-name owned by the cor- 
poration. It has the right to restrain 
any other corporation from adopting the 
same name and the courts will support 
it in restraining another corporation 
from adopting a name so similar as to 
create confusion or to deprive the cor- 
poration first in the field of the full 
benefit of the good will which it has 
built up. And as a general rule, under 
the laws of the different states, a com- 
pany will not be permitted to incor- 
porate unless the name which it selects 
is dissimilar from that of any existing 
corporation. For instance, it has been 
held that, where there was already in 
existence a corporation styled “Kansas 
City Real Estate and Stock Exchange,” 
registration would be refused a new cor- 
poration under the name “The Kansas 
City Real Estate Exchange.” (State v. 
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McGrath, 92 Mo. 355, 5 S. W. Rep. 
29.) 

The Supreme Court of Michigan ha$ 
decided that the similarity between the 
names “Detroit Savings Bank” and 
“Bank of Detroit” is not sufficient to 
entitle the former to prevent the latter 
by judicial process from using its 
name. 

The question came up in this way, 
The plaintiff, the Detroit Savings 
Bank, was organized in 1871. In 1916 
the defendant took out a charter under 
the title, Highland State Bank of De- 
troit. From the beginning it empha- 
sized the words “Bank of Detroit” on 
all its stationery, advertisements, signs 
and checks, for the purpose of distin- 
guishing it from the Highland Park 
State Bank of Highland Park, which 
was located in the same building, across 
the lobby from the defendant. Later 
the defendant took steps towards legal- 
ly changing its name to Bank of De- 
troit and the plaintiff brought suit tq 
restrain the defendant from adopting 
this name. Certain instances were 
shown where persons had become con- 
fused and had gone to one of the banks, 
while intending to go to the other. The 
court decided, however, that such mis- 
takes were due to carelessness rather 
than to the similarity between the names 
of the two banks snd held that the de- 
fendant could not be enjoined from be- 
coming the Bank of Detroit. 

OPINION. 

Suit by the Detroit Savings Bank 
against the Highland Park State Bank 
of Detroit and others. From a decree 
for defendants, plaintiff appeals. 
Affirmed. 

STONE, J. The learned circuit 
judge who heard this case at the circuit, 
and who filed in writing his reasons for 
dismissing the bill of complaint, so con- 
cisely and clearly stated the issue, the 
facts found, and the law of the case, 
with his conclusions thereon, which so 
accord with our views, that we adopt 
the same: 

“court’s findings of facts” 

“1. That in 1819 the Detroit Savings 
Fund Institute was organized and be- 



gan a savings bank business in Detroit. 
In 1871 it was succeeded by the De- 
troit Savings Bank, which ever since 
has done both a commercial and savings 
bank business in Detroit under that title, 
now is a prosperous bank there, and is 
the plaintiff in this suit. 

“2. On March 1, 1916, a new bank 
was organized under the laws of the 
state of Michigan, with its place of 
business at Detroit, known as the 
‘Highland Park State Bank of Detroit/ 
which is now a prosperous bank, and 
is the real defendant in this suit. 

“3. From the beginning the ‘High- 
land Park State Bank of Detroit’ em- 
phasized the words ‘Bank of Detroit’ on 
all stationery, advertisements, signs, and 
on all checks, by printing these words 
in larger letters, for the purpose of 
distinguishing it from the Highland 
Park State Bank of Highland Park. 
This was so prominent that it attract- 
ed the attention of some of the officers 
of the plaintiff bank, and these officers 
thought sooner or later the words ‘High- 
land Park’ would be dropped. 

“4. These banks, at least their main 
offices, are both located in *the Penob- 
scot Building, Detroit, across the lobby 
from each other. 

“5. Some time in September or Oc- 
tober, 1916, the defendant bank took 
steps to change its name to Bank of 
Detroit, and, after some correspondence 
between plaintiff and defendant in re- 
gard thereto, plaintiff started this suit 
to restrain defendant from using the 
name ‘Bank of Detroit’ for the reason 
the name was alleged to be so similar 
to plaintiff’s corporate name that de- 
fendant bank had no legal right to make 
the proposed change. By mutual ar- 
rangement no preliminary injunction 
was applied for, both sides being 
anxious to have a final hearing and 
have the question there decided. 

“6. Plaintiff has not shown any facts 
that would indicate the defendant bank 
has been guilty of any fraud in making 
the proposed change, or by its conduct 
should be stopped from so doing, but 
plaintiff by its proofs attempts to estab- 
lish public confusion. 

“7. The confusion which the plain- 
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tiff has shown seems to have been more 
from carelessness and lack of ordinary 
care than anything else. Some stress 
is laid upon misdelivery of letters ow- 
ing to similarity of names. Mr. Garger, 
the postman, and a witness for plain- 
tiff, says there was not any confusion 
after the words ‘Bank of Detroit’ were 
emphasized (R. 60-63). Three specific 
instances were cited. One was a boy 
delivering a message, and he knew there 
were two banks there, and he thought 
he would try both, and he tried the 
plaintiff bank first. It would seem this 
confusion was due more to location 
than to names. Another witness did 
not read thejiame and attempt to dis- 
tinguish, but simply hurried into plain- 
tiff bank to cash his check. The third, 
a girl, realized the mistake when she 
got to the window to have her check 
certified. Outside of these three cases, 
the proofs are largely on the part of 
plaintiff that there was confusion, with- 
out tracing it to similarity of names, or 
else in the opinion of the witnesses 
there was liable to be confusion. 

“8. The Germans use ‘Spar’ for sav- 
ings and .the Polish use the word 
‘Oszczednosci/ so in those languages 
there is a distinguishable word in the 
two titles which would prevent confu- 
sion. 



CONCLUSIONS OF LAW 

“1. I do not find that the plaintiff 
has shown in this case (by sustaining 
the) burden of proof that there would 
be confusion owing to similarity of 
names. In a large city, where two 
banks are located in the same building, 
there would be some confusion if names 
were entirely dissimilar, and I think 
that is what has happened here. If the 
three people who were specifically men- 
tioned were confused when the words 
‘Highland Park State Bank of Detroit’ 
were on the checks and windows, it 
would seem they would be deceived 
under any circumstances. This im- 
presses me as resulting from haste and 
carelessness, which is always apt to oc- 
cur under such conditions. All corpora- 
tions doing banking business have the 
word ‘Bank’ in. A great many corpora- 
tions use the word ‘Detroit’ and if no 



two corporations can use the word ‘De- 
troit’ in their title, no matter what the 
arrangement in the same is or other 
conditions are, then there are many, 
many corporations entitled to redress in 
the court. I do not think that a cor- 
poration in the use of a name has to 
guard against carelessness, haste, 
thoughtlessness, or things of that na- 
ture, but it has a right to presume peo- 
ple will use ordinary care to prevent 
confusion. 

“2. I do not think mere occasional or 
extraordinary circumstances establish 
public confusion. 

“3. I think under the proofs here the 
law, considering the volume of business 
done, would be bound to say there was 
no public confusion. 

“4. I cannot conclude from the testi- 
mony here that the public using ordi- 
nary care will be misled by the alleged 
similarity of these names. 

“5. I think the Detroit Savings 
Bank and Bank of Detroit are dissimi- 
lar names within the meaning of the 
law, both in reference to banking, and 
other corporations, and as far as equity 
would apply. 

“6. The bill, therefore, should be 
dismissed with costs to defendants.” 

A similar question was before this 
court in Michigan Savings Bank v. 
Dime Savings Bank, reported in 162 
Mich. 297. In reversing a decree for 
the complainant in that case, Justice 
Ostrander, in a unanimous opinion, 
used the following pertinent language: 

“It is not claimed that the defendant, 
bank has any fraudulent purpose — a de- 
sign to mislead the public or to injure 
complainant — in changing its corporate 
name. No director of one bank is also 
a director of the other, no contract re- 
lations between the two institutions are 
relied upon by the complainant, and de- 
fendant bank is not estopped to use the 
name. But it is claimed that if two 
banks, with offices upon the same street, 
in the same city, use names so similar, 
confusion and injury will result, that 
the statute forbids the defendant bank 
to assume a name so similar to that of 
complainant bank, and that equitable 
principles support the decree appealed 
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from. The banking law (2 Comp. 
Laws, § 6091 ) requires persons asso- 
ciating to organize a bank to specify in 
the articles of association, among other 
things, ‘the name assumed by such bank, 
which shall be, in no material respect, 
similar to the name of any other bank 
organized under the laws of this state.* 
So Act No. 232 , Pub. Acts 1903 , in 
section 2 thereof, relating to names to 
be assumed by corporations, contains 
the proviso that: ‘No name shall be as- 
sumed already in use by any other ex- 
isting corporation of this state, or cor- 
poration lawfully carrying on business 
in this state or so nearly similar as to 
lead to uncertainty or confusion.’ 
Courts of equity are frequently called 
upon to remedy conditions which grow 
out of the use by a corporation of a 
name similar to the name of another 
corporation, carrying on a business of 
the same character. In such cases it is 
usually, if not always, true that relief 
is granted because experience has dem- 
onstrated that the public is misled, and 
the corporation first established is de- 
frauded on account of the similarity 
of the names. We assume that the 
statutes referred to were intended to 
prevent, to some extent, the conditions 
which in such cases, when they arise, 
make a resort to the courts necessary. 
In this view of the legislation, in its 
enforcement by the courts as a preven- 
tive measure, it is necessary to consider, 
in advance of a demonstration based 
upon experience, and in a case where 
neither corporation has, or can acquire, 
the general right to an exclusive use of 
the words employed in the name, 
whether it is likely that the public will 
be misled, and whether the complaining 
corporation is likely to be injured. It 
is evident that experience, not in the 
particular case, but in other cases, must 
still be employed in determining the 
fact, and that mere conjecture that 
some confusion may result is not ground 
for granting equitable relief. We may 
also consider that if relief is refused 
and conjecture is in actual experience 
made fact, the complaining corporation 
may have its remedy. We are not im- 
pressed that the testimony introduced 



on the part of complainant supports even 
the conjecture that the public, using 
ordinary care, will be misled by the al- 
leged similarity of the names of these 
corporations. If it is true — and we as- 
sume that it is — that the public is apt 
to seize upon some part of the corporate 
name and use it as descriptive of the 
whole and as designating the particular 
bank, we may also assume that the 
words ‘Michigan Savings* in one case, 
and ‘the Michigan* in the other, will 
be apt to be used and will be properly 
and sufficiently distinctive. It is the 
general rule that when they are prop- 
erly descriptive, the use of geograph- 
ical words in a business name will not 
be enjoined, in the absence of estoppel 
or of actual fraud, or public mislead- 
ing. In enforcing a statute intended 
to prevent some of these results, it must 
be made to appear that it is reasonably 
certain they will follow the use of the 
name sought to be enjoined. The prin- 
ciple is the same in either case.” 



The dissimilarity or unlikeness of the 
titles ‘‘The Detroit Savings Bank” and 
“Bank of Detroit** is so great and so 
striking that no argument, it seems to 
us, is necessary. 

Upon the subject of public confusion, 
a careful reading of the evidence leads 
us to the conclusion reached by the trial 
court. Such confusion as was shown 
was due to carelessness, and lack of or- 
dinary care, and not to similarity of 
names. 

Some claim is made by plaintiff that 
it has come to be known, sometimes, as 
“The Detroit Bank,” “Detroit Bank,** 
or “The Detroit.” The fact, if it be a 
fact, that such a pseudonym, or fictitious 
name, has been occasionally used will 
not be availing here. The plaintiff must 
stand on its corporate name. Mani- 
festly, both of the quoted statutes rec- 
ognize the corporate name only. No- 
body would doubt the right of the de- 
fendant bank to use the word “Bank” 
as descriptive of its business. May it 
not also use the geographical word 
“Detroit,” in conection with the word 
“Bank,” as properly descriptive, when 
acting in good faith and in the absence 
of estoppel or of actual fraud? We 
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think so, in view of the Michigan Sav- 
ings Bank Case. 

An examination of the record shows 
that the usual, abbreviated, popular 
name applied to the plaintiff is “De- 
troit Savings/’ thus rendering confu- 
sion still more unlikely. With the 
questions of similarity of assumed name 
and public confusion disposed of, very 
little remains to be said. 

It is claimed by plaintiff that, inde- 
pendently of the statute, it is entitled 
to relief on the general equitable prin- 
ciple that where a corporation has built 
up a business of its own, no other cor- 
poration has the right to assume a name 
so similar as to mislead the public, and 
Lamb Knit Goods Co. v. Lamb Glove & 
Mitten Co., 120 Mich. 159, and other 
cases are cited. The cases cited turn 
upon the question of such similarity as 
to be liable to mislead the public, or to 
lead to confusion of the public. 

Both questions of fact having been 
found against the plaintiff, in what has 
been already said, in our opinion it is 
not entitled to the relief prayed. The 
decree of the circuit court is therefore 
affirmed, with costs to the defendants. 



Check Payable to Fictitious 
Person — Forged Indorse- 
ment — Bank’s Liability 

Robertson Banking Company v. Brasfield, 
Supreme Court of Alabama. 79 So. 

Rep. 

The plaintiff, Brasfield, employed an 
attorney to loan out some money for 
him. The attorney, pretending that he 
had arranged a loan to one Johnson, ob- 
tained a check from the plaintiff, pay- 
able to Johnson and drawn on the de- 
fendant bank. As a matter of fact there 
was no such person as Johnson, but the 
bank in good faith paid the check on a 
forgery of Johnson’s indorsement. 

Ordinarily a bank is liable where it 
pays a check on a forged indorsement 
and will not be permitted to charge 
such a check against the account of 
the drawer. But in this case the bank 



made the contention that the check, 
being payable to a fictitious person, was 
payable to bearer, and that the indorse- 
ment was superfluous and immaterial 
and, therefore, could not be regarded 
as a forged indorsement. The court 
decided that this contention was not 
tenable for the reason that when Bras- 
field signed the check he had no knowl- 
edge of the fact that there was no such 
person as Johnson. 

The decision was made under that 
provision of the Negotiable Instruments 
Law which declares that an instru- 
ment is payable to bearer “when 
it is payable to the order of a fictitious 
or non-existing person and such fact 
was known to the person making it so 
payable ” 



OPINION 



Appeal from Law and Equity Court, 
Marengo County; Edward J. Gilder, 
J udge. 

Action by J. S. Brasfield against the 
Robertson Banking Company. Judg- 
ment for plaintiff. Defendant appeals. 
Affirmed. 

Steiner, Crum & Weil and Horace 
Stringfelow, all of Montgomery, and 
Henry McDaniel, of Demopolis, for ap- 
pellant. R. B. Evins, of Greensboro, 
for appellee. 

ANDERSON, C. J. It is settled law 
that a bank which pays out the funds 
of a depositor on a forged check or in- 
dorsement does so at its peril, and the 
depositor can recover the amount so 
paid, unless the bank can show that 
the payment was made as the proximate 
result of the conduct or negligence of 
the depositor; and this rule applies to 
a forged indorsement of a fictitious 
payee in the same way as it does to the 
forged indorsement of a real or existing 
pavce. 

While this rule is not seriously ques- 
tioned by the appellant bank, it is con- 
tended that the check in question was 
payable to bearer under the negotiable 
instruments law, as declared in subdi- 
vision 3 of section 4966 of the Code of 
1907, which provides that the instru- 
ment is payable to bearer “when it is 
payable to the order of a fictitious or 
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non-existing person, and such fact was 
known to the person making it so pay - 
able ” (italics supplied). It is undis- 
puted that the check in question was 
made payable to a fictitious person ; but, 
in order for the defendant to have 
treated it as payable to bearer, the bur- 
den was upon it to show that Brasfield, 
the drawer, knew that Johnson, the 
payee, was a nonexisting person. Boles 
v. Harding, 201 Mass. 103, 87 N. E. 
481 and cases supra. There is no pre- 
tense that Brasfield knew, at the time 
of drawing the check, that the payee 
was a fictitious person, and intended to 
make the same payable to a nonexisting 
person; but it is contended that he had 
constructive notice of this fact, because 
Kirven was his agent in negotiating the 
loan for Johnson, and knew of the non- 
existence of Johnson, the payee, and 
that this knowledge by Kirven was im- 
putable to his principal, Brasfield. It 
no ay be doubted whether or not Kirven 
was such an agent of Brasfield as to 
make him chargeable without notice to 
Kirven, who started in to perpetrate a 
fraud upon Brasfield, and whether or 
not he would, in this respect, be acting 
within the scope of his agency, if such 
a relationship existed. 

But we may concede, for the purpose 
of deciding this case, that Kirven was 
Brasfield's agent, and that he would be 
chargeable with notice to Kirven, if ac- 
quired by him during the agency and 
while acting within the line of his au- 
thority. Yet, under the well-established 
law of this state, Brasfield was not 
bound by notice or knowledge acquired 
by Kirven before he became the for- 
mer's agent. Marshall v. Lister, 195 
Ala. 591, 71 South 411. “Knowledge 
acquired by an agent prior to his 
agency, or in regard to matters outside, 
the line of his duty, or while pursuing 
his own or some other person’s business, 
is not notice to his principal of such 
fact or facts, and is not binding upon 
him.” 7 Mayf. Dig. 740, and cases 
there cited. “It was early settled in 
this state, and has been since followed, 
that notice or knowledge by an attor- 
ney, to carry home constructive notice 
to the client, must be shown to have 



been given or acquired after the relation 
of attorney and client was formed.” 
McCormick v. Joseph and Anderson, 83 
Ala. 401, 3 South, 796. Kirven knew of 
the nonexistence of Johnson long before 
Brasfield authorized him to make a loan, 
and did not ascertain this fact after the 
relation of lawyer and client, or princi- 
pal and agent, was formed. Therefore 
the check in question was not payable to 
bearer, so as to relieve the defendant 
bank from ascertaining the identity of 
the payee and the genuineness of his in- 
dorsement before paying the check; 
and, failing to perform this legally re- 
quired duty, its neglect in this respect 
was the direct and proximate cause of 
the loss or injury. 

It is also contended, even though this 
court should determine that the check 
was not payable to bearer, that Bras- 
field, thougli innocent, furnished the 
means whereby the loss was sustained, 
and that, when one of two must suifer 
through the conduct of a third party, 
he who enabled the party to commit the 
act must bear the consequences. This 
just doctrine is not questioned, but does 
not apply when one is more culpable 
than the other, or where the injury 
could have been avoided by the ordinary 
diligence and prudence of the one, not- 
withstanding the other party furnished 
the means, which may have been the 
remote, though not direct, proximate 
cause of the injury. Here we have a 
case in which Brasfield misplaced con- 
fidence in Kirven, who had started out 
to perpetrate a fraud, and issued a 
check which, as above demonstrated* 
was not payable to bearer, and which 
could have been only transferred by the 
genuine indorsement of the payee. Sec- 
tions 4985 and 4980, Code 1907. When 
the instrument is not payable to bearer, 
but to a named person, it is the duty 
of the drawee bank, or one who buys 
the same, to procure a genuine indorse- 
ment; and the fact that the forged in- 
dorsement is the name of a nonexisting 
person does not afford relief against a 
noncompliance with its plain legal duty, 
and one who neglects this duty in pay- 
ing out the funds of its depositors 
guilty of proximate negligence. As was 
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well said in the case of Jordan-Marsh 
v. Nat. Bank, 201 Mass. 397: 

“The question arises whether the 
making of a check payable to a fictitious 
or nonexisting person, through negli- 
gent failure to discover the fraud by 
which the check is obtained, stands dif- 
ferently from making a check to an ac- 
tual person, in reference to its effect 
upon payment by the defendant. We 
are of opinion that there is no difference 
in law. In either case, it is the duty of 
a bank to see that there is a genuine 
indorsement . In some respects it 
would be more difficult to deceive a bank 
in this particular, as against vigilant 
investigation, if the payee was fictitious, 
than if he was real. In some respects 
it might be less difficult. We know no 
decision that has recognized a differ- 
ence in law between the two cases. It has 
been held that there is no difference. 
Armstrong v. National Bank 46 Ohio 
St. 612 [22 N. E. 866, 6 L. R. A. 625, 
16 Am. St. Rep. 665]." 

Again, in the language of Minshall, 
C. J., speaking for the Ohio court in 
the Armstrong Case, 46 Ohio St. 512: 

“It is a saying frequently repeated, 
in The Doctor and Student, that ‘he 
who loveth peril shall perish in it.* In 
other words, where a person has a safe 
way, and abandons it for one of uncer- 
tainty, he can blame no one but himself 
if he meets with misfortune.” 

Here the discharge of a plain legal 
duty upon the part of the paying bank 
would have inevitably led to the fact 
that the indorsement was a forgery and 
averted the injury, regardless of Bras- 
field*s misplaced confidence in Kirven 
and the betrayal of the same by said 
Kirven. 

Suggestion is made that section 5016 
of the Code of 1907, among other 
things, provides that: 

“The drawer by drawing the instru- 
ment admits the existence of the payee 
and his then capacity to indorse, and 
engages that on due presentment the 
instrument will be accepted or paid.” 

How this section harmonizes with 
subdivision 3 of section 4966, unless it 



applies to all instruments other than 
those payable to bearer, we are not 
called upon to decide ; for, as above 
stated, the check in question was not 
payable to bearer, and if section 5016 
makes Bras field admit the existence of 
the payee, Johnson, and his capacity to 
indorse the check, this would but 
strengthen the reason and necessity of 
obtaining a genuine indorsement before 
paying the check. The section does not 
make Brasfield admit that any one other 
than his named payee could properly 
and legally indorse the check. 

The case of Kohn v. Watkins, 26 
Kan. 691, 40 Am. Rep. 336, comes 
nearer supporting the appellant's con- 
tention than any case we have found; 
but it is not in line with the authori- 
ties supra, and finds little or no sup- 
port in other cases. In the first place, 
this case follows Mr. Daniel (section 
139), to the effect that the check is pay- 
able to bearer if payable to a fictitious 
person, whether the drawer knew it or 
not, and which is not only contrary to 
the general rule of courts and text- 
writers, but to the negotiable instru- 
ments law (section 4966 of the Code) ; 
and if said instrument was payable to 
bearer, as there held, of course, the 
drawer was responsible for putting such 
an instrument in circulation and per- 
mitting it to fall in the hands of an in- 
nocent purchaser, who could acquire 
title by delivery. But under the well- 
considered authorities, as well as our 
statute, it was not payable to bearer 
unless the drawer knew that the payea 
was a nonexisting person. Indeed, this 
case is well criticized by the Tennessee 
court in the case of Chism v. First Nat. 
Bank, 96 Tenn. 641, 36 S. W. 387, 32 
L. R. A. 778, 54 Am. St. Rep. 863. 

The case of Snyder v. Corn Ex. Nat. 
Bank, 221 Pa. 599, 70 Atl. 876, 128 
Am. St. Rep. 780, is in line with the 
bolding that the drawer must know that 
the payee is a fictitious or nonexisting 
person, in order that the check shall be 
deemed payable to bearer ; but the court 
held in that case that it was payable to 
bearer for the reason that Greenfield, 
the agent, had notice of the fact which 
was chargeable to Snyder, the drawer. 
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for the reason that said agent, Green- 
field, had fall authority under a power 
of attorney to draw checks in behalf of 
the plaintiff Snyder, and he knew of the 
nonexistence of the payee at the time 
and did not ascertain the fact before 
the relationship was formed. In the 
case of Equitable Co. v. Nat. Bank 
(St. Louis Court of Appeals) 181 S. W. 
1176, the court imputed notice to the 
insurance company of the nonexistence 
of the payee of the check and the policy, 
because of Davis, the agent, discovered 
the fact while the company’s agent and 
while acting in the line of his employ- 
ment, but did not charge the company 
with notice as to a fact known to Davis 
before he became such agent. 

The case of First Nat. Bank v. Al- 
len, 100 Ala. 476, 14 South. S35, 27 
L. R. A. 426, 46 Am. St. Rep. 80, is 
not in conflict with the foregoing views. 
The court did not there charge Allen 
with notice as to a fact known to or 
discovered by the agent, Tomlin, before, 
he became Allen’s agent. The opinion 
held that Allen was in no way respon- 
sible for the forgeries committed by 
his agent, Tomlin, or for the collection 
and circulation by him of forged checks, 
but did invoke an estoppel against Al- 
len as against recovering for certain 
checks which the bank paid after it had 
sent in the passbook and previously 
forged checks, upon the idea that, if Al-» 
len had previously gone over his ac- 
count and checks, he would have discov- 
ered the forgeries in time to have pre- 
vented the payment of subsequently 
forged checks. It was also the duty of 
Tomlin, the agent, to go through the 
checks and examine the account; and 
the court held that, as this was within 
the scope of his employment, his neg- 
ligence in failing to discover the forger- 
ies was imputable to his principal, 
Allen. The court did not hold, how- 
ever, that, because Tomlin knew that 
these forgeries were going on, Allen was 
chargeable with this notice, notwith- 
standing the agent did not communicate 



it to him, or that Allen was chargeable 
with notice acquired by Tomlin before 
he became his agent. The real holding 
in said case was that the negligence of 
Tomlin, while acting within the line and 
scope of his employment, in failing to 
detect the forgeries by an examination 
of the bank book and returned checks, 
was chargeable to the principal, Allen. 
As a matter of fact, Tomlin was the 
man committing the forgeries, and knew 
better than any one else that they were 
going on; but the court did not impute 
this knowledge to Allen simply because 
Tomlin was his agent, but only charged 
him with the neglect of his agent while 
acting in the scope of his employment. 

The case of Hall v. Haley, 174 Ala. 
190, 56 South. 726, L. R. A. 1918B, 
924, is not opposed to the views above 
expressed, but is a strong supporter of 
same. As was said in that case, Som- 
erville, J., speaking for the court: 

“By a long line of decisions this court 
is thoroughly committed to the rule that 
knowledge acquired by an agent prior 
to his agency, or in regard to matters 
outside the line of his duty, or while 
pursuing his own or some other person’s 
business, is not notice to his principal 
of such fact or facts, and is not binding 
upon him.” 

Again, it was said (174 Ala. on page 
201, 56 South. 730, L. R. A. 1918B,. 
924) after qualifying or overruling the 
Lea Case, 147 Ala. 421, 42 South. 415, 
8 L. R. A. (N. S.) 279, 119 Am. St. 
Rep. 93, which extended the doctrine as 
to previously acquired notice: 

“But there is a long line of decisions 
in this state which adopt the rule that 
notice to an agent, to bind his principal, 
must have been acquired by the agent 
during his employment; i. e., while he is 
actually engaged in the prosecution of 
his duties as agent, and not at a time 
antecedent to the period of his agency.” 

The judgment of the law and equity 
court is affirmed. 
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The Safekeeping of Depositors’ Liberty 
Loan Bonds by Savings Banks 



By JAMES R. TROWBRIDGE, Comptroller, Franklin Savings 

Bank, New York 



O N April 10, 1918, the New York 
State Banking Law was amend- 
ed and a new “Subdivision 8, of 
Section 288 of Chapter 869 of the Laws 
of 1914,” granted the following addi- 
tional power to Savings Banks of this 
State : 

To receive as depository, or as bailee for 
safekeeping and storage, Liberty Bonds or 
other bonds or securities issued by the 
United States Government for war pur- 
poses or otherwise. 

While naturally no particular method 
of handling this work is prescribed in 
the law, it is nevertheless of vital im- 
portance both to the savings bank and 
its depositors that an efficient and eco- 
nomical system be adopted, both for the 
protection of the bank and for the con- 
venience of the bondholders. Where an 
unsatisfactory system may become a 
heavy burden to the depositary and a 
source of dissatisfaction to its deposi- 
tors, a good system may well become 
a drawing card for new business ; and 
a real service to the Government and 
the public. 

The Franklin Savings Bank of New 
York city having received a number of 
inquiries for information as to the sys- 
tem which it has adopted for this pur- 
pose, its officers believe that a descrip- 
tion of the same may be of general in- 
terest to savings banks. They desire at 
the outset to give credit to the Excel- 
sior Savings Bank of New York, from 
whom they received the idea which had 
been adapted to meet their particular 
needs — that is to say, the idea of han- 
dling bonds received for safekeeping on 
the same basis as deposits of money — 
so far as may be done. 



As a preliminary step the board of 
trustees passed the following resolu- 
tions : 

Resolved, That the placing of Liberty 
I>oan Bonds with the bank for safekeeping 
be controlled and regulated by the follow- 
ing rules and regulations: 

First, That the officers of the bank be di- 
rected to keep a separate book containing 
the name of the depositor, amount of bonds 
issued, and rate of interest of each bond 
deposited; 

Second, That each bond depositor be re- 
quired to sign and assent to the following 
rules and regulations at the time of deposit- 
ing the bonds: 

The Franklin Savings Bank in the City 
of New York at my request consents to hold 
and care for the Liberty Loan Bonds be- 
longing to me set forth on the other side of 
this card for my account and risk. In 
consideration thereof I hereby agree: 

First. That the said bank shall collect all 
interest due on bonds deposited by me and 
credit the same to my account in the same 
manner as the dividends issued by the 
bank. 

Second. I agree to give the said bank 
ten days’ written notice of my intention 
to withdraw said bonds from its custody 
and upon such withdrawal to sign and de- 
liver proper receipts therefor and to accept 
any bonds of the same denomination and 
issue or the issue to which the bonds may 
have been exchanged as provided below. 
The return of the identical bonds deposited 
hereunder shall not be required. I further 
agree to present my bank book at the bank 
in calling for coupons or bonds. 

Third. In the event of that the Govern- 
ment shall call in bonds covered by this re- 
ceipt or any others which the bank may 
hold for me, I hereby agree that the bank 
shall surrender these bonds and accept any 
securities which the Government may offer 
in partial or full payment for the same, 
holding such securities in accordance with 
these rules. Any cash received from the 
Government may be placed to the credit of 
the depositor’s account with this hank. 

Fourth. The said bank may cease to act 
as custodian of said bonds at any time and 
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I agree that it shall not be liable to me or 
my representatives in any manner what- 
soever, except for loss sustained through its 
willful fault or neglect or both. 

Fifth. In case of my death I agree that 
said bonds shall be returned to my legal 
representative upon the same terms and 
conditions as payments of deposits of de- 
ceased depositors. 

Sixth. I agree that the receipt for the 
bonds shall be non-negotiable. 



Signature. 

Dated, New York, 19... 

Third, That each bond depositor be given 
a receipt for the bonds deposited to be 
pasted or otherwise entered in the bank 
book of the depositor on which shall also 
appear the above rules. 

Fourth. The officers are empowered to 
establish such other books as may be nec- 
essary for the proper entry of the said 
bonds. 

Fifth. That bonds deposited be kept un- 
der the same Control and in the same man- 
ner as if investments by the bank itself ex- 
cept such as may be needed for daily trans- 
actions, which shall be kept in the same 
manner as cash. 

The most important point is embodied 
in the second rule to which the deposi- 
tor assents, in which he agrees to ac- 
cept any bond of the same denomina- 
tion and issue that he has deposited, 
thus waiving the right to demand the 
exact one deposited — just as a deposi- 



tor of a ten dollar bill, for example, 
does not expect to get back that same 
bill when he draws out his money, but 
will take his ten dollars in such legal 
tender as the bank hands him. 

Based on this principle of the inter- 
changeability of the bonds the system is 
a simple one. The depositor signs Form 
1 on the reverse side, below the rules (as 
given above), filling in also the date, 
pass book number, and address, and 
passes this in with the bond to the 
receiving teller. We use a pink card 
for this form, of a grade to file in an 
alphabetical card index. A new card 
is made out for subsequent deposits of 
bonds, just as separate deposit slips are 
made out for separate deposits of cash. 

The name, address and pass book 
number on the face of this card (Form 
1) are filled in afterwards on the type- 
writer for convenience of reference. 
The details as to the amount and de- 
scription of the bonds are entered by 
the receiving teller, for reasons of ex- 
pediency and accuracy. 

The pass book entry, which consti- 
tutes the depositor's sole receipt, is 
made by the receiving teller on Form 
2, a separate loose leaflet which is fold- 
ed vertically in the center and fastened 
in the back of the pass book, where it 



LIBERTY LOAN BONDS 

DEPOSITED WITH 

III fllllLII sums llll 

SPECIAL INSTRUCTIONS 


name 

Present 

Address — - 

Pass Book no. 

• new York. - - — 1® 


Si 


COU POM ATTACH CO 


MATURITY 


taSvMl 


AMOUNT 













































































































Form No. 1 



Digitized by LaOOQle 




46 



THE BANKERS MAGAZINE 



may be pasted, but can be more quick- 
ly attached by a motion of the hand 
with a small riveting device. We are 
having pages with similar ruling bound 
into our new pass books at the back, 
but of course have to have separate ones 
printed up for attaching to old books. 
As indicated a copy of the rules on the 
reverse side of Form 1 is also printed 
on the reverse side of this leaflet, in 
order that the depositor may have a 
record of what he has signed and 
agreed to. 

The pass book with the receiving 



which must prove with the actual total 
of bonds on hand. 

The bonds themselves are deposited 
under double control each day by two 
officers, one of whom initials the gen- 
eral bookkeeper's control account after 
comparing the day’s entry with the 
bonds to be deposited in the vault. 

The deposit cards (Form 1) are then 
filed alphabetically. As separate de- 
posit cards are used for each deposit 
of bonds the card index may contain 
two or more cards for the same name. 
This card (or these cards) constitute 
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Form No. 2 



teller’s entry next goes to the book- 
keeper or clerk who enters the deposit 
in the day book. The form of such a 
record of course varies in different sav- 
ings banks. We use a listing sheet for 
the day’s deposits of cash and for the 
bonds separate sheets are also headed 
up for each day, with a separate sheet 
for each issue or converted issue. The 
clerk notes the name, pass book num- 
ber and amount on the proper sheet, 
and at the close of the day’s business 
the totals must prove with the totals of 
each issue held by the receiving teller, 
who has kept the various issues apart, 
each one with its deposit card until 
proof is struck. 

The total of each issue for the day 
is next reported to the general book- 
keeper, who keeps a special control ac- 
count. Deposits and withdrawals of 
each issue being entered daily, he can 
of course strike a balance at any time 



the ledger account. It would of course 
be possible to follow out even more 
closely the bookkeeping system for cash 
deposit, and post the separate deposits 
of bonds to a ledger account, either a 
card ledger or otherwise, but by rea- 
son of the comparatively few deposits 
of bonds by any one person we find it 
entirely practicable to use the original 
cards as a ledger. The card cabinet is 
provided with lock and key. 

For withdrawals of bonds the de- 
positor uses Form 8, a green card, 
which will explain itself and which 
he presents to the paying teller. 
When withdrawals become sufficiently 
numerous the paying teller will be pro- 
vided with a small amount of the vari- 
ous issues and denominations, but at 
present he calls on officers in charge of 
the vault for such few securities as are 
taken out. 

Withdrawals are entered on the day’s 
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NO BONDS DELIVERED WITHOUT THE PASS BOOK 



Form No. 3 



sheets the same as deposits of bonds, 
each on its appropriate sheet, the totals 
of each sheet to be reported daily for 
entry by the general bookkeeper in his 
control account. 

If the depositor draws out all of his 
bonds his pink ticket (Form 1) is re- 
moved from its card index and filed 
apart with the green withdrawal card. 



If only part of the bonds are withdrawn 
the pink card stays in its place and the 
green card is clipped to it. 

The object and advantage of this 
system is that small bonds of a given 
issue may be promptly exchanged for 
large pieces. There is no need of keep- 
ing them separate, the coupon cutting 
is immensely reduced, and a proof can 
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be quickly made at any time of the 
control accounts. Those who have tried 
to keep each bondholder’s bonds sep~ 
arate and handle them separately will 
appreciate what this means. 

When coupon cutting time comes 
around ordinary cash deposit tickets are 
made up from the pink cards (Form 
1), the total is proved with the total of 
coupons cut, and each bondholder re- 
ceives his proper credit in the usual 
way. 

We do not accept bonds except for 
depositors. We do not take bonds for 
account A in trust for B. The New 
York Banking Law makes special pro- 
vision for paying out cash held in such 
an account in the event of death, but 
not for bonds, which would have to be 
handled differently. We do not take 
bonds for joint account, “A or B,” on 
account of possible complications in 
case of death. This usually means that 
such a bondholder opens a small 
straight account in his own name to get 
the benefit of our service. We do not 
limit the amount accepted from any one 
depositor, and we do not take regis- 
tered bonds. We make conversions 
whenever desired. 

By endeavoring to answer any ques- 
tion which comes up as to details of 
this work as we would answer a simi- 
lar question about cash deposits we find 
that the system works out very well. 
In other words, we try to handle cash 



and bonds on the same general plan. 
It will of course be understood that 
this work is not reflected in the bank’s 
statement, but is independent of it. 

We have been keeping bonds for our 
depositors for the past year and now 
hold over $650,000 par value for over 
4,700 depositors. 

Eliminating Unprofitable 
Checking Accounts 

TPlIE suburban banks of Los Angeles, 
working with the Los Angeles 
Clearing House, have put into effect a 
new rule to eliminate losses from check- 
ing accounts that fall to such small 
amounts as to be unprofitable. When 



HIGHLAND PARK BANK 



191. .. 

You are hereby authorized to 
charge my account 25c for each 
month that my balance falls below 
$25. 



a depositor opens a checking account 
he is asked to sign a card, illustrated 
herewith, which authorizes the bank to 
charge his account 25 cents each month 
that his balance fajls below $25. 



JF tlie railroads are not permitted to earn suffi- 
cient money to attract new capital, and if the 
risks of the business are not to be met with ade- 
quate reward to those who take them, there is no 
use of again trying the experiment of private own- 
ership. It will be doomed to failure. 

— Theodore P. Shonts. 
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THE APPEAL 



By Lieut. Col. John McRae 

In Flanders Fields, the poppies blow 
Between the crosses, row on row, 

That mark our place; and in the sky 
The larks, still bravely singing, fly, 
Scarce heard amid the guns below. 

We are the dead. Short days ago 
We lived, felt dawn, saw sunset glow, 

Loved and were loved; and now we lie 
In Flanders Fields. 

Take up our quarrel with the foe! 

To you, from failing hands, we throw 
The torch. Be yours to lift it high! 

If ye break faith with us who die 
We shall not sleep, though poppies blow 
In Flanders Fields. 
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THE PROMISE 

By C. B. Galbreath 

In Flanders Fields, the cannon boom 
And fitful flashes light the gloom 
While up above, like eagles, fly 
The fierce destroyers of the sky; 

With stains the earth wherein you lie 
Is redder than the poppy bloom 
In Flanders Fields. 

Sleep on, ye brave. The shrieking shell. 
The quaking trench, the startled yell, 

The fury of the battle hell 
Shall wake you not, for all is well; 

Sleep peacefully, for all is well. 

Your flaming torch aloft we bear, 

With burning heart and oath we swear 
To keep the faith, to fight it through, 
To crush the foe, or sleep with you 
In Flanders Fields. 
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THE FULFILLMENT 



By Meigs O. Frost 

In Flanders Fields, a silence deep 
Descends to wrap our men who sleep 
Beneath those crosses, row on row, 
Where crimson-petaled poppies blow, 
Where Death no more stalks forth to reap. 

Our Dead we scarce had time to weep! 
God bear you word how well we keep 
The Faith with you who fought the foe 
In Flanders Fields. 

Your fight was ours! Like herded sheep 
Your slayers fled before the sweep 

Of righteous Victory! They know 
Today Defeat's remorse and woe. 

In vain you did NOT fall a-sleep 
In Flanders Fields. 



Copyright 1918, by Hibernia Bank & Trust Company, New Orleans, La. 
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Relating Financial Advertising to the 

War 



By W. R. MOREHOUSE, President Financial Advertisers’ Association 



I T has been well said that financial 
advertising is the salvation of the 
Liberty Loan. 

Our great national leaders recognized 
financial advertising from the very be- 
ginning of the war, and they were not 
slow in placing their stamp of approval 
upon it. To-day they stand behind it 
to the man, from the President of the 
United States down. Who can say that 
it is undignified for these great leaders 
of our country to use financial adver- 
tising to sell Liberty Bonds and War 
Savings Stamps? 

The answer to this question brings 
us face to face with the fact that if 
it is dignified for our national leaders 
to use financial advertising to an extent 
that has never been employed before, 
it ought to be no less dignified for our 
financial institutions to use it in their 
business-building plans. How can it 
be dignified for one, and undignified for 
the other? If I am not mistaken, finan- 
cial advertising will be very popular 
from now on, and the man who opposes 
its use because he regards it as undig- 
nified will be out of harmony with the 
scheme of things. 

What can be dearer to a nation at 
war than the medium or mediums that 
have helped to raise billions of dollars, 
unless it is the lives of her soldiers and 
sailors? In fact, the history of the 
war will be incomplete without due rec- 
ognition of the part financial advertis- 
ing played in the great struggle. 

Financial advertising is fundamen- 
tally educational. For more than a 
year it has been telling the story of the 
Liberty Bond and the War Savings 
Stamp, and as a result millions upon 
millions of our people are now quite 
familiar with these securities. 



Any deserving financial institution 
that will employ this same medium to 
disseminate information regarding itself 
and its service will also find it of im- 
mense help toward gaining the confi- 
dence and support of the public. 

Let your bank tell who you are, how 
you are regulated by law, how you 
operate, and in what ways the patron 
is protected and benefited, and your 
bank will prosper and grow as never 
before. 

AFTER THE WAR WHAT? 

With the restoration of peace our 
banks will find themselves face to face 
with a task of no little importance. On 
one hand there are hundreds of old de- 
positors (who have closed their accounts 
in order to invest their savings with 
their country) to be won back; and, on 
the other hand, there are other millions 
of people who have been converted to 
thrift as a result of war-time savings, 
to be gathered in under the roofs of 
our banks. 

Let us consider first the old deposi- 
tors who have closed their accounts 
since the war began, because they are 
first in importance, and then the new 
converts to thrift last. 

That there is no time to lose is ob- 
vious. During the adjustment period 
immediately following the declaration of 
peace, nothing will pay better than for 
every financial institution to keep in 
touch with its old customers whose ac- 
counts are closed temporarily. 

To do this you must know who they 
are, and why they closed their accounts, 
and the right person to get this infor- 
mation is the person who closed the 
accounts of your patrons. Have every 
person in your bank who closes ac- 
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counts report daily the names and ad- 
dresses of depositors closing in order 
to re-invest their funds in Government 
securities, and from these reports make 
up your list. 

Periodically write all such persons a 
friendly letter over the signature of one 
of your officers, preferably the officer 
who is almost certain to be available 
should the patrons addressed call for 
an interview or for an accommodation. 
Don't make the great mistake of utiliz- 
ing this means of complaining about the 
closure of the accounts, but join in 
with the depositors, and take the atti- 
tude that it was the patriotic thing for 
them to do. Invite them to reopen their 
accounts at first opportunity, and sug- 
gest that they save with a view to in- 
vesting their savings in Liberty Bonds 
or War Savings Stamps later on. In 
other words, cooperate with them, not- 
withstanding that in doing so you may 
be encouraging the withdrawal of 
funds from your bank. 

If you have on hand for free distri- 
bution folders or booklets treating of 
some phase of the war or war work, 
enclose a copy with your letter. Doubt- 
less you will find that any person who 
withdraws all of his savings from your 
bank in order to invest them in Gov- 
ernment bonds is 100 per cent, patri- 
otic, and for this reason any literature 
dealing with the war will interest him 
to the extent that he will fully appre- 
ciate your kindness and thoughtfulness 
in sending it to him. 

In closing your letter I would sug- 
gest that you make it plain to the old 
depositors in a few well chosen words 
that regardless of the fact that their 
accounts are closed they are still re- 
garded by you as valued customers, and 
as such are entitled to use your facili- 
ties just as freely as when they carried 
accounts. 

Immediately upon the definite rees- 
tablishment of peace in Europe, send 
out another letter to these same old de- 
positors; one just as friendly as the 
other, but this time invite your old 
customers to come in and reopen their 
accounts with a view to building up a 
balance to their credit in your bank. 



In this letter emphasize the simplicity 
with which this can be accomplished, 
inasmuch as they are well known to 
you, and all of the preliminaries nec- 
essary to the opening of an account hav- 
ing already been done. In closing this 
letter impress your prospects with the 
fact that you will consider it a personal 
favor if they will make themselves 
known to you when they call, so that 
you can have the pleasure of welcom- 
ing them back personally. 

One thing certain, nearly everyone 
of your old depositors will sooner or 
later open accounts with some bank 
or trust company. Naturally, they 
should reopen their old accounts with 
you, but there is no assurance that they 
will do so. 

It is quite reasonable to assume that 
if you ignore the fact that their ac- 
counts are closed, and if later, when 
peace reigns, you make no effort to 
reclaim these old depositors, many of 
them will drift away to other banks, 
and especially to the banks which are 
experienced and also active business- 
builders. Your old depositors are well 
worth reclaiming, and if I were you, 
I would begin right now, and before 
another month rolls by take definite ac- 
tion looking toward getting these old 
depositors back into the fold just as 
soon as it would be patriotic for you to 
pull them away from war-saving. 

But you say that such a programme 
will entail considerable work and great 
expense. I will answer that statement 
by saying that you are absolutely cor- 
rect. But I will also venture to say 
that it will entail much less work and 
the expense will be far less to get back 
fifty of these old depositors than for 
you to get a like number of new de- 
positors. I will go further and say 
that the fifty old depositors that you 
win back will be worth double the value 
of the fifty new depositors. I make 
this claim upon the ground that an old 
depositor whose relations with your 
bank are of long standing is worth more 
than the new and untried depositor 
whose business is uncertain. This is 
even more true with the old depositors 
who have closed their accounts from 
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patriotic motives than it is with the 
depositors who close for purely selfish 
reasons, or because they are displeased 
with the way their business is handled, 
or because they are doubtful of the 
safety of their funds. One of the ster- 
ling qualities of a good bank depositor 
is, among other things, that he be a 
loyal citizen of the country in which he 
resides, and surely many of our bank 
depositors have shown this quality when 
they have invested all of their savings 
in Government bonds. Beside the pa- 
triotic point of view, we must not over- 
look the fact that these same persons 
have received intensive training in war- 
time saving — a training which will make 
them better bank depositors when they 
again resume their former method of 
saving through a bank account. 

OUR NEW CONVERTS TO THRIFT 

Now let us take up the class of savers 
who have been converted to thrift only 
recently. There are millions of them, 
some saving regularly and consistently, 
others spasmodically and somewhat in- 
differently. Then there is the class 
who are saving because they feel they 
are compelled to, or else they will be 
subject to public criticism, and be clas- 
sified with the slackers. In fact, there 
is a wide variety of savers to be dealt 
with by our bankers and bond dealers 
after the war. Just what percentage 
will become bank depositors and bond 
buyers, and what percentage will drift 
back into their old ways of living from 
hand to mouth, will depend upon the 
amount and quality of work done to 
keep them saving day by day, regularly 
and with some definite end in view. 

As in the case of the old depositors 
who have closed their accounts, there is 
work which you can do now, thereby 
laying the foundation for bank accounts 
later on. 

Coming into your bank daily to make 
payments on bonds subscribed for, or 
for the purpose of buying War Savings 
Stamps, are persons who have never had 
a bank account with you, and doubtless 
a certain percentage of them have never 
had a bank account in their lives, being 
of that class who either spend all of 



their income, or if they save keep their 
savings hidden about the house. There 
is still another class while although in 
the minority are worth considering. I 
refer to those who before the war de- 
posited all of their funds in safe-de- 
posit vaults. 

Here we have several classes of peo- 
ple which our banks have not been able 
to interest in bank accounts or the pur- 
chase of bonds; even with the most ef- 
fective kind of advertising. Our great- 
est problem has been to get them inter- 
ested to that degree where they would 
call and look us over — in other words, 
brush up against us, and see just how 
we are prepared to benefit them. Doubt- 
less many of them have looked upon 
our banks as rich corporations seeking 
only the business of the correspondingly 
rich, and with a view to making enor- 
mous profits out of the business. 

If the claim which some merchants 
make is true, that goods are half sold 
the moment customers come into their 
places of business to shop, our bankers 
might feel greatly encouraged by the 
presence of millions of people who call 
daily to inquire about their Liberty 
Bonds. At least some of the bond buy- 
ers are getting a close-up view of what 
our banks can do, and how they do it. 

I am beginning to think that, as a 
result of the war, the bank idea is half 
sold to the great American public, and 
whether they buy or not depends very 
largely upon what the banks do to sell 
them. 

Much will depend upon what sort of 
an impression our bankers make upon 
these millions of people during the pe- 
riod they are calling to pay on war se- 
curities, and then what they do after 
the war, to turn the attention of these 
bond buyers to what our bankers have 
to offer them as a substitute for war- 
saving. 

First of all we must be very friendly 
with these strangers while they are 
within our gates. Regardless of who 
they are, or whether they call to buy 
a twenty-five cent War Savings Stamp 
or a $1,000 Liberty Bond, they must 
be made welcome to us our facilities 
freely and without obligating them- 
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selves, or without being made to feel 
they are strangers to us. 

If there is pulling power in this 
thing we call “efficient service/* right 
now is the time to throw it into high 
gear even though we exceed all previ- 
ous sped limits. 

Let us not make the mistake of ren- 
dering an indifferent sort of a “don’t 
care” service in our Liberty Bond and 
War Savings Stamp Department, be- 
cause it is not a money making branch 
of our organization, for if we do we are 
simply turning away a great opportu- 
nity that is knocking at our door — an 
opportunity to lay a solid foundation 



for business later on. Personally, I 
look upon the present expense incident 
to the sale and subsequent handling of 
the Liberty Bonds and War Stamps as 
a safe investment, promising large fu- 
ture returns. To my mind these are 
days of seed sowing and not reaping, 
and therefore present profits are not 
a consideration. 

There isn’t the least doubt in my 
mind that if these war-savers are 
shown every courtesy they will eventu- 
ally become bank depositors. There- 
fore let our bankers make their serv- 
ice as attractive to these new converts 
to thrift as is possible. 



Review of Financial Conditions 



By JAMES B. FORGAN, Chairman of the Board of Directors of the 
First National Bank of Chicago 



THE war is over, peace through vic- 
tory has been achieved, the night- 
mare has been dispelled and now we can 
return to our ordinary pre-war avoca- 
tions. We are now in the period of 
transition from a state of war to con- 
ditions of peace, with the problems of 
industrial, commercial and financial re- 
adjustment confronting us. 

Victory came sooner than was ex- 
pected. It came just when war activi- 
ties in this country were assuming their 
greatest momentum and when our indus- 
trial organization was just beginning to 
turn out war materials on a really large 
scale. For this reason, although the 
signing of the armistice was hailed by 
all with unbounded satisfaction and re- 
joicing, it brought with it somewhat of 
a jolt to business. Industry and com- 
merce had gradually been directed and 
devoted to the prime object of winning 
the war, when suddenly they had to be 



diverted into their regular pre-war 
channels. Government contracts, in- 
volving enormous sums, have been sud- 
denly cancelled, necessitating radical 
changes in the business plans and cal- 
culations of the contractors, many of 
whom have used their credit freely and 
have tied up large sums of money in 
their contracts. What these contractors 
have most to fear is long drawn out 
negotiations with the government for 
settlement of their claims. Prompt and 
equitable settlement of such claims is a 
prime essential in the readjustment of 
business dislocated by war necessities. 

The Government cannot do anything 
that will be more helpful in bringing 
the business of the country back to nor- 
mal conditions than by cooperating m 
every way possible to bring about early, 
equitable and liberal settlements ofc 
claims based on cancelled contracts. 
Moreover, the government should as 
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rapidly as possible release busines from 
all restrictions, embargoes and regula- 
tions which were necessarily placed 
upon it during the war. These done, 
there remains little else for the Gov- 
ernment to do in connection with the 
readjustment of business. The busi- 
ness of the country is done by the in- 
calculable number of units engaged in 
it. each one of which bears its own par- 
ticular relation to the fabric as a whole. 
No general programme can be promul- 
gated that would be applicable to all. 
Each busines unit should therefore be 
permitted and encouraged to adjust its 
own affairs to peace conditions as rapid- 
ly as possible and should be left to do 
so free and unhampered by any unnec- 
essary governmental restrictions. 

The Government has, of course, its 
duty to perform to the men in ,the 
army and navy who should not be dis- 
charged faster than suitable employ- 
ment can be found for them. To help 
create such employment all national, 
state and municipal projects which have 
been held up during the war should now 
be launched. If existing opportunities 
are taken advantage of and demobiliza- 
tion is not too rapid, it would seem that 
there should be work enough for all. 

While the war has cost this country 
a very large sum of money and has in- 
creased the national debt enormously, 
yet owing to our wealth and virility and 
to our Federal Reserve banking system, 
which was inaugurated just at the op- 
portune time, we have come out of the 
ordeal considerably expanded but not 
broken. Our banking facilities have 
been tested but by no means to their 
limit. We are stronger financially than 
we were when we entered the war, with 
the prospect ahead of unprecedented 
business activity and development. 
There is, of course, in sight a period of 
economic industrial and financial con- 
fusion, but we are in better shape eco- 
nomically, industrially and financially 
than any other great country in tho 
world. After such rapid expansion of 
credit as has taken place during the 
war represented by bank loans, bank 
deposits and by Federal Reserve notes 
in circulation, we must naturally look 



for very considerable liquidation and 
contraction. With these may be ex- 
pected, sooner or later, a reduction in 
the high cost of materials, the high cost 
of living and a corresponding readjust- 
ment of wages. 

The discount rate on commercial pa- 
per has been steady at six per cent, 
throughout the yea/, while the New 




JAMES B. FORGAN 

Chairman of the Board, First National Bank, Chicago 



York call rate has varied from four 
per cent, to six per cent, and has aver- 
aged 5^4 per cent. With a steady de- 
mand for loans at these prevailing rate§ 
the banks have had an unusual oppor- 
tunity for earning large profits. While 
losses during the war period haVe been 
negligible and failures in business com- 
paratively few, the seeds have no doubt 
been planted for these in the rapid 
expansion of bank credits which has 
taken place. Some of the business units 
expanded during the war will not be 
able to readjust their affairs to peace 
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conditions and some failures will occur. 
Experience shows that in the liquida- 
tion of a rapid expansion of bank cred- 
its such as has taken place, losses are 
inevitable and it will be the part of 
prudence and conservatism for banks 
and bankers to anticipate them. There 
is no reason to expect serious losses, 
but if after providing for the heavy 



Federal excess profits taxes the banks 
find that they still have some excess 
profits left, they should set aside 4 
reasonable part of them to provide for 
losses now undisclosed but likely to 
develop during the period of readjust- 
ment. The profits in all probability 
will not be so large when the losses 
occur. 





This is how the National City Bank of New York provided Banking Facilities for our Soldiers 

on the Italian Front 
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Money, Its Evolution and Function as 
a Medium of Exchange 



By FORREST L. APPLEBY, Manager Foreign Exchange Depart- 
ment, New York Agency Union Bank of Canada 



I N tracing the evolution of money one 
must perforce refer to history, and 
before doing so I would like to 
make the comment that in business af- 
fairs only those who are thoroughly ac- 
quainted with the conditions of their 
own time can benefit in a practical man- 
ner by so doing, and that those who 
thoroughly learn their history first are 
likely to become confused in every-day 
matters by looking for history to repeat 
itself, but being unable to decide in 
which way it will do so. In other words, 
there is all the difference in the world 
between theory and practice. 

In referring to history I cannot do 
better than quote Aristotle, who gives 
us the following definition of money and 
account of its origin: 

It is plain that in the first society (i. e., 
the household) there was no such thing as 
barter; but that it took place when the com- 
munity became enlarged: for the former had 
all the things in common, w’hile the latter, 
being separated, must exchange with each 
other, according to their needs, just as many 
barbarous tribes now subsist by barter; for 
these merely exchange one useful thing for 
another, as for example, giving and re- 
ceiving wine for grain and other things 
in like manner. From this, it came about 
logically, that as the machinery for bring- 
ing in what was wanted, and of sending out 
a surplus, was inconvenient, the use of 
money w-as devised as a necessity, for not 
all the necessaries of life are easy of car- 
riage; wherefore, to effect their exchanges, 
men contrived something to give and take 
among themselves, which being valuable in 
itself, had the advantage of being easily 
passed from hand to hand for the needs 
of life — such as iron or silver, or something 
else of that kind, of which they first deter- 
mined merely the size and weight, but event- 
ually put a stamp on it, in order to save 
the trouble of weighing; for the stamp was 
placed there as the sign of its value. 



ORIGINAL EXCHANGES BY BARTER 

We, therefore, see that in the earliest 
history of man there was no such thing 
as money, exchanges of goods being 
made by barter or swapping one kind 
of commodity for another. To this day, 
in many uncivilized countries, wealth is 
estimated not by money, but by the 
number of head of cattle, wives, and 
slaves owned by the individual. This 
condition is evidenced very strongly by 
the similarity of the Latin words pecus 
(cattle) and pecunia (money). Ad- 
vancing civilization and trade necessi- 
tated some medium which would assist 
barter, and very early tokens were ex- 
changed for commodities. These tok- 
ens ranged all the way from caribou 
teeth and pieces of leather, beads, brass, 
etc., to gold. Pieces of metal soon be- 
came the most popular token, and gold 
most of any, owing to its malleability 
and freedom from deterioration in ap- 
pearance through contact with the 
atmosphere. These pieces of metal 
were first in the form of unstamped 
bars, then stamped bars, and finally 
properly minted coin. 



INTRODUCTION OF PAPER MONEY 



For centuries metal money was the 
only medium of exchange, and it was 
not until the eighteenth century that 
paper money was introduced. As a 
means of discharging debts, gold and 
silver coins ranked equal during this 
period, but nevertheless we know that 
in the eighteenth century the English 
established by custom (not by law) a 
premium of two per cent, to three per 
cent, on gold. This was mainly occa- 
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sioned by the circulation of base silver 
coin. To offset this the English Par- 
liament of 1816 enacted a law limiting 
the amount of silver which could be 
legally tendered in settlement of a debt 
to forty shillings. 

# This was the origin of the gold stand- 
ard which existed in most countries 
prior to the outbreak of this war. It is 
interesting to note that owing to the 
operation of the English law of 1816 it 
became profitable to export English sil- 
ver to foreign countries having no simi- 
lar law, and import their gold coins in 
return. Germany, in particular, bought 
English silver heavily; in fact, to such 
an extent that when, after the Franco- 
Prussian War Bismarck tried to sell it 
(or rather German silver coins made 
out of the English silver coins), the 
price of silver fell over thirty per cent., 
and shortly after, owing to the discov- 
ery of the rich Mexican silver mines, a 
further forty-five per cent. ; namely, 
from sixty pence to forty pense and 
twenty-two pence per ounce. 

All these circumstances resulted in 
an endeavor, on the part of all those 
countries which could do so, to place 
their currency on a gold basis similar 
to that of England. 

FOUNDATIONS OF PRESENT CURRENCIES 

We have, therefore, to distinguish 
carefully to-day between currencies 
based upon: Gold, silver, gold and sil- 
ver (also known as bi-metallic), and 
paper. 

Owing to the war very few countries 
can now be said to be on a complete 
gold basis, inasmuch as while their gov- 



“In the United States of America, a Gold Stand- 
ard country, there exists the peculiar situation of 
the gold certificate not being legal tender fas Is the 
Rank of England note), in spite of the fact It is 
exchangeable for gold. This situation of course, is 
more theoretical or ‘legal’ than practical, but Is 
worth bearing In mind.” 

In full explanation we quote the following extract 
from Pratt’s Digest, page 94, 1914: 

‘‘Gold coin is legal tender for its nominal value 
when not below the limit of tolerance in weight: 
when below that limit it is legal tender in propor- 
tion to its weight: standard silver dollars and 

Treasury notes of 1S90 are legal for all debts, public 
and private, except where otherwise expressly stipu- 
lated In the contract: subsidiary silver is legal ten- 
der to the extent of $10, minor coins to the extent 
of 25 cents, and United States notes for all debts, 
public and private, except duties on imports and 
Interest on the public debt. Gold certificates, silver 
certificates and National Bank notes are non-legal- 
tender money.” 



ernments might not refuse to discharge 
their debts in gold, in the national in- 
terest they would, in most cases, refuse 
permission to the individual to export 
gold for his own personal interests. 

In speaking of a country whose cur- 
rency is of the gold standard, one gen- 
erally means that gold is the only legal 
tender (except for small amounts for 
which subsidiary coins are also legal). 
Subsidiary coins usually consist of sil- 
ver, nickel and bronze. 

In speaking of countries whose cur- 
rency is of the silver standard, silver 
coins only are legal tender, gold being 
bought and sold as a commodity and 
having a fluctuating value. 

In speaking of countries whose cur- 
rency is of the bi-metallic standard, 
both gold and silver coins are legal ten- 
der usually in a fixed ratio of one to 
fifteen. 

Countries with a paper currency are 
the most difficult of all to classify, as 
the alternative description “fiduciary 
currency* * will show. The word “fidu- 
ciary** is derived from the Latin noun 
fiducia — faith. Therefore, fiduciary 
currency means currency based on faith 
or confidence. When paper currency is 
not based on confidence, it is known as 
“fiat** money, meaning that it is merely 
able to circulate as money by the de-» 
cree of the government that it must 
be accepted in settlement of debt. If 
issued in great quantity, such a cur- 
rency very soon becomes practically 
valueless, as no government can force 
its subjects to exchange their goods for 
money, and if they do not have faith 
in such paper money they will go back 
to the oldest method of exchanging 
their goods by barter. 

The best-known examples in history 
of such currency are the fiat money of 
France, issued during the French Revo- 
lution, and the Continental currency is- 
sued by this country during the War of 
Independence. 

Owing to the large amounts of such 
paper forced into circulation, the value 
of one franc gold was in February, 
1796, equal to 288 francs paper, thus 
showing the practical worthlessness of 
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the paper franc; and in 1780 $1 gold 
was worth $320 paper in the Northern 
States, and one year later in 1781 
$1,000 paper in the Southern States. 
After that it disappeared from circula- 
tion to the great relief of all concerned. 

THE PRESENT WAR I8SUE8 

With the exceptions of the above, 
there is no notable case of the issue of' 
large amounts of fiat money until the 
present war, during whieh Germany 
forced the acceptance of fiat currency 
in all the countries she had overrun, 
especially Belgium and Northern 
France. The currency issued in Rus- 
sia, under the regime of Kerensky and 
the Bolsheviki, is also purely fiat cur- 
rency, and how little it is valued in 
Russia is evidenced by the fact that 
the most sought-after currency of all is 
that of foreign countries — the dollar 
bill, pound sterling note, the franc, 
guilder, krone — anything, in fact, ex- 
cept rubles. 

Incidentally, the issue of fiat cur- 
rency has always been followed in a 
very short while by counterfeiting on a 
large scale. 

So long as each nation has confidence 
in its money, and is able to supply its 
needs from its own resources, it is of 
small moment which kind of money is 
in circulation. For instance, in this 
country we have five kinds of paper 
dollars, all ranking equal in purchasing 
capacity, because the whole nation has 
complete confidence in them. These 
kinds are : Greenbacks, which are 

fiduciary currency handed down to us 
in consequence of the Civil War; na- 
tional bank notes, also a species of fidu- 
ciary currency, backed by the bonds of 
the United States Government; silver 
certificates, backed by silver, dollar for 
dollar; Federal Reserve notes, backed 
by trade indebtedness and gold in pro- 
portions of not more than sixty per 
cent, of trade acceptances, or less than 
forty per cent, gold; gold certificates, 
backed by gold, dollar for dollar. 

When any nation is not able to sup- 
ply all its needs from its own resources, 
it is a very different matter as it would 



have to purchase from foreign countries 
where its money would not circulate as 
legal tender, but merely as a commod- 
ity, the value of which would be gov- 
erned by the quantity available. 

The only form of money acceptable 
to all nations, in exchange for their 
goods or services, is gold, and this is 
the case because the governments of 
nearly all countries have decreed that 
one ounce of pure gold shall be worth 
so much of their lawful money. It is 
certain that, as a metal, gold is far 
more useless than copper or iron, and 
yet because of certain properties, which 
I mentioned before, it has a value great- 
er than its utility. 



INDIVIDUAL CREDIT THE REAL BA8I8 OP 
EXCHANGE OF GOODS 



Except in financially backward coun- 
tries we have gone far beyond using 
money as a medium of exchange, build- 
ing instead on the basis of money, a 
structure of credit. As an illustration, 
a cheque or promise to pay $100 (yours 
or mine) is every bit as good as a $100 
gold certificate to all those people who 
have confidence in our willingness and 
ability to pay the $100 when we say we 
will. The credit of the individual is 
therefore the real basis of all present- 
day exchange of goods. 

An individual necessarily has com- 
paratively small credit, because he has 
a small circle of acquaintances, even 
though his name may be known through- 
out the world. No American would 
hesitate to cash the check of Henry 
Ford, if he actually knew the party 
claiming to be Henry Ford was so, and 
vet even Mr. Ford could not imme- 
diately cash his check for a large 
amount, if he found himself in an 
American town where he knew no one. 
In like manner the checks or promises 
to pav of commercial concerns are ac- 
ceptable as a medium of exchange for 
goods to all firms with whom they are 
acquainted (not only in their own coun- 
try, but in foreign countries as well), 
limited in the same way by the extent 
to which each has confidence in the 
willingness and ability of the receivers 



Digitized by 



Google 




62 



THE BANKERS MAGAZINE 



of the goods to pay for them when they 
undertake to do so; and as with indi- 
viduals and corporations, so now with 
countries, as evidenced by the billions 
of dollars loaned by this country to the 
Allies, and by England to her Allies, 
by France to Italy and Russia, and so 
on throughout the world. 

Put in a few words then, the evolu- 
tion and function of money, as a me- 
dium of exchange, may be said to have 
started in man’s distrust of man and 
trust in gold, and at the present day 
to have reached the stage of man’s con- 
fidence in his fellow men, with the res- 
ervation of a small percentage of gold 
with which to secure his needs from 
those few who may lack confidence in 
him. 



e 



Keeping Track of Address 
Changes 

/^\NE bank, with many thousands of 
active accounts, keeps a pad of 
change of address slips on each desk 
used by the public, where patrons can- 
not fail to see and be reminded of their 
duty in this respect. This is the form 
used: 



IT IS 

IMPORTANT 
TO YOU 

That we have your correct address. 
Information of great value to you 
may otherwise be delayed or never 
reach you. Please fill in blanks be- 
low and hand to your Teller. 

Name 

Address 



Please advise us when changing 
your address that we may make a 
corresponding entry on our records. 



Printing Outfits in Banks 



A CORRESPONDENT of Bank of 
Buffalo Teller writes as follows 
.in support of the modern bank provid- 
ing its own printing facilities: 

The day is past when it was neces- 
sary to convince the public of the pos- 
sibility of doing their own printing as 
well as any printer could do and save 
from twenty-five to thirty per cent, of 
the cost. The fact that our largest and 
strongest banks as well as the best 
commercial houses in Buffalo are now 
equipped with some device to print their 
smaller forms and find it a profitable 
operation proves that fact conclusively. 
However, there is another fact to be 
considered in connection with this 
which I think is as important as the 
first mentioned, and that is the inde- 
pendence enjoyed from the ability to 
turn out an emergency order at any 
time. Suppose you want to send out a 
circular letter informing your custom- 
ers of some new plan or law affect- 
ing your business, or perhaps the sup- 
ply of some necessary form becomes 
exhausted, without the knowledge of the 
purchasing department, it is only a 
matter of half an hour to set up the 
required form and a sufficient quantity 
is had in no time, considering the delay 
caused by waiting your turn at the lo- 
cal print shop. 

Another distinctive feature is the 
simplicity of operation of most of the 
modern printing devices. In most cases 
the work is automatic, every part be- 
ing controlled by some ingenious labor- 
saving device which makes the system 
so simple that any one can operate 
them and in that way eliminate the ne- 
cessity of skilled labor, which makes 
your printing bill twenty-five per cent, 
above par. 

As I said, it is not a matter of possi- 
bility, but rather an indication of sound 
business management, whether a com- 
pany having enough printing done to 
warrant it send their printing out, and 
pay other people the profit, or do it 
themselves and credit their profit and 
loss account with same. 
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Breadth of Service 



O UR aim has been to create a service broad enough 
in* scope to meet every requirement — an institu- 
tion where Banker, Manufacturer, Merchant, Investor, 
Traveler and Tourist will find complete facilities in 
accordance with their individual needs. 

Departments 

The various departments augmenting our service are: 
Banking, Trust, Foreign, Bond and Real Estate. 

Uptown Facilities 

To our organization we have recently added a large 
uptown office equipped with every facility of the mod- 
ern commercial Bank, Trust Company and investment 
organization. 

Foreign Trade Facilities 

Merchants and manufacturers who are preparing to 
enter the foreign trade field will find the equipment of 
our large Foreign Trade Department of material 
service. 



NEW YORK BRANCHES 

222 BROADWAY ; MADISON AVENUE AND 45TH STREET 
FOREIGN BRANCHES: 

LONDON : 3 KING WILLIAM STREET. E. C., 4 
PARIS: 23 RUE DE LA PAIX 



m equitable 

TRUST COMPANY 



OF NEW YORK 



Main Office, 37 WALL STREET 
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Economic Conditions in France 



FRENCH SAVINGS AND THE WAR 

T HE small French savings have 
stood with success the vicissi- 
tudes of the war, and now take 
on a new aspect. Formerly the small 
saver invested his surplus resources in 
one of the 550 private savings banks, 
where he contented himself with an in- 
terest of 2.50 or 2.75 per cent. Now 
he is getting a double interest for his 
money. 

The improvement of the French 
small savings is due to several circum- 
stances brought about by the war. The 
Government, with its loans, obligations 
and bonds of national defense, has so- 
licited the small savers, who thereby 
found an exceptional opportunity of 
improving their income. This is true 
especially of the Bonds of twenty 
francs and five francs, which yield five 
per cent. 

It is interesting to mention the role 
of the Caisse d'Epargne et de Prevoy- 
ance de Paris in the development of 
French savings. Founded in 1818 , this 
establishment served as an example to 
all the other 550 savings banks as well 
as to the State during the nineteenth 
century. It is known that the Govern- 
ment decided to found the Postal Sav- 
ing Bank on the same principles as 
those on which the institution named 
was founded. 

TEMPORARY NATIONALIZATION OF THE 
RAILROADS 

Under this title, Mr. R. Magaud pub- 
lishes an interesting article in “L’Econ- 
omiste Europeen,” from which are ex- 
tracted the following points: 

A bill has been presented to the 
Chamber of Deputies concerning the 
control of the railways by the Govern- 
ment during hostilities and one year 
after their cessation. Without speak- 
ing of the economic danger which 



would result from such a measure, one 
realizes that the project constitutes a 
grave step. In spite of the unsatis- 
factory administration of the railway 
Company of the West, the state wants 
to take over the whole system of rail- 
ways. Since the beginning of the war 
the private railroads have been prac- 
tically under the direct control of the 
Government. An extension of this con- 
trol would be not only unnecessary, but 
dangerous from the oconomic point of 
view. 

In fact, the control of the railways 
by the state entails the danger of crip- 
pling individual initiative. Besides 
this the danger of state socialism is 
necessarily implied by this measure, for 
the absolute control of the state is the 
first step toward regarding the state as 
all-powerful. The example of Germany 
should make one always shrink from 
such* a measure, says “L'Economiste 
Europeen.” 

THE RU8SIAN COUPONS AND LOAN 

The French Government has shown 
a special sympathy towards the owners 
of Russian paper. According to the 
terms of the bill of September 19, 1918, 
the coupons of titles issued or guaran- 
teed by the Russian State before the 
war and expiring in 1918 are admitted 
for the subscriptions of the French loan 
four per cent, of 1918. This advantage 
is limited to the titles possessed in 
France by French people. 

A BIG BANK OF EXPORTATION 

A big bank of exportation, with a' 
capital of one hundred millions of 
francs, will be founded in France very 
soon. The Treasury will advance to 
this private establishment from twenty- 
five to thirty millions of francs with- 
out interest and redeemable out of the 
ultimate profits of the bank. This 
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amount will not have to figure in the 
budget, for the Treasury will find it in 
the advances which, according to the 
new convention, the Banque de France 
will have to pay to the state. 

Besides this, the state will allow an 
annual subvention of two millions of 
francs in order to found economic agen- 
cies in the transoceanic countries where 
France will deem it necessary to be 
represented otherwise than by consuls. 
Of course, the state will exercise a 
certain right of control over the or- 
ganization and the working of the bank. 

The initial capital is already sub- 
scribed and the bank will soon be an 
accomplished fact. The main purpose 
of the Banque Fran 9 aise d’Exportation 
will consist in aiding the French ex- 
porters in their trans-oceanic transac- 
tions, since in the past they had to have 
recourse to foreign institutions or even 
to German banks. It is thus hoped that 
the interests of the French exporters 
as well as of the national commerce of 
France will be protected from foreign 
incursion. 

AN ASSOCIATION FOR ECONOMIC 
EXPANSION 

The economic relations among the 
nations of the Entente is a question 
which absorbs the attention of the busi- 
ness men of all the allied countries. 
France and Italy have already founded 
an association with the purpose of ex- 
tending and developing such relations 
after the war. Mr. Gustave Donegan 
has taken the initiative of founding in 
Paris the “Association Italo-Fran 9 aise 
d’Expansion Economique” with the 
support of the greatest institutions and 
the highest personalities of finance, in- 
dustry and commerce of France and 
Italy. This association has in view not 
only the interests of the two countries, 
but also those of other Allies. One 
of its best results is the creation of an 
“Interallied Institute of Exchange,” to 
which eminent statesmen like Clemen- 
ceau, Ribot, Klotz and Nitti have given 
their full approval and support. 

It is interesting to note how the as- 
sociation works and how it collaborates 



in a practical way in all the fields and 
by all means in aiding the development 
of commercial, industrial, financial and 
even literary and artistic relations be- 
tween the two allied countries. 

Besides the fact that it initiates and 
encourages contact between French and 
Italian activities, by facilitating ex- 
changes and transactions, the associa- 
tion informs its own members about the 
laws and rules in use in the respective 
countries, and gives conditions of pro- 
duction and consumption, by publishing 
reviews, newspapers, monographs and 
studies of different kinds. This action 
is completed by a service of periodical 
information about the press of the two 
countries and by the publication of a 
monthly bulletin. 

There is no doubt that the activity 
of the association will develop in the 
future. The economic and customs re- 
lations based on the treatment of pref- 
erence will permit a wider exchange of 
agricultural and industrial products be- 
tween the two nations, which will lea<J 
to a certain common expansion in the 
other countries. The two common char- 
acteristics of the French and Italian 
productions — the viticulture and sericul- 
ture — offer a special field of common 
interest. If the exportation of the 
products in these two lines of industry 
were organized on some common basis, 
as far as practicable, in order to have 
the greatest development on the world 
market, a commercial enterprise of 
great importance would be realized. 

The fact that the economic relations 
between France and Italy must become 
more intimate is proved by the measure 
taken long ago by the two Governments, 
namely, the lifting of the barrier con- 
cerning importations, and the absolute 
liberty of exchange of products be- 
tween the two countries. 

THE BUDGET OF 1919 

The budget for 1919 contemplates a 
total amount of credits of 8,926,584,380 
francs. In comparison with the credits 
voted in 1918 (7,961,286,131 fr.), it 
represents an augmentation of 965,248,- 
199 francs. 
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TRAVELERS LETTERS OF CREDIT 



Special Service 

Many Americans still remain on the other side. 

To those in the Army, Navy, Red Cross, Y. M. C. A. 
or father similar organizations we issue LETTERS 
OF CREDITS free of commission. 

Special American representative in Paris at the office of 
Credit Commercial de France, 20 Rue Lafayette, Paris. His 
services and advice are at the disposal of our friends. 

BROWN BROTHERS & CO. 

Philadelphia NEW YORK Boston 

BROWN, SHIPLEY & COMPANY 

Founders Court, Lothbury Office for Travelers 

LONDON, E. C. 123 Pall Mall, LONDON, S. W. 



The surplus of augmentation covers 
the expenses of various services of the 
administration. A part of the total 
amount will be furnished by the col- 
lecting of taxes whose yield will be 
available in the course of the year. 
Thanks to this fact, the next budget 
will not require extraordinary meas- 
ures. However, the report says that 
this should not create the illusion among 
the public that the Government will 
not appeal to the resources of the coun- 
try in the near future. 

The report presents a general expo- 
sition of the situation of the Treasury. 



Out of the 116 billions of resources 
that the Treasury has realized since the 
beginning of 1916, eighteen billions 
come from normal resources and ninety- 
eight billions have been furnished by, 
loans. In this total the interior loans 
amount to seventy-three billions. It is 
worth noting that since the beginning 
of 1918 the external loans have dimin- 
ished. For the period from January I 
to August 31, 1918, they represent only 
24.61 per cent, of the total operations 
of credit, while during the year 1917 
they reached 37.21 per cent. 






Economic Conditions in Italy 



THE AGRICULTURAL EFFORT 

U NDER this title the “Italie” of 
Rome declares that the Italian 
Government has shown its com- 
prehension of the essential function of 



agriculture by undertaking to do every- 
thing possible to improve actual condi- 
tions. In this sense it has concentrated 
the principal elements of production : 
man power, agricultural mechanics, and 
fertilization, which is distributed to 
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farmers by means of a central office of 
Agricultural mobilization. 

In order to remedy the lack of labor 
the Government has encouraged the use 
of motors. In 1917 there were only 
400 mechanical plows in action; now 
there are more than two thousand. The 
increase of these mechanical means will 
be gradual. By their use many of the 
invalid soldiers will be able to work on 
the land. 



ITALIAN LOANS ABROAD 

According to a report which has been 
published lately, the amount of loans 
•contracted by Italy abroad up to last 
June amounted to 11,470,800,000 lire 
at an average interest of 4 1 /? per cent. 
This amount has been constituted by 
placing abroad about eight billions of 
special bonds of the Treasury since 
June, 1916. The difference, that is, 
about 3,500,000,000 lire, consists of 
credits granted by the United States to 
the Italian Treasury since June, 1917. 

•8 



BAXCA COMMERCIALS ITALIANA 



The extraordinary assembly of the 
Banca Commerciale Italiana has taken 
place under the presidency of Senator 
Luigi Canzi and of all the members of 
the council of administration as well as 
in the presence of 134 stockholders rep- 
resenting 177,218 shares. 

The report points out that the work 
of the bank has constantly augmented 
during recent years. A considerable de- 
velopment has taken place under the 
various forms of deposits, which fact 
proves the confidence of the public in 
the bank. The extension of businesses 
with North America determined the In- 
stitution to open an important agency 
in New York to facilitate and foster 
trans-oceanic relations. 

The development of business has re- 
quired an augmentation of capital for 
the bank from 156,000,000 lire to 208,- 
000,000 lire, for which the issue of 
104,000 new shares at a nominal value 
of 500 lire has been made. 
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Thanks to the cooperation of the 
friends of the establishment, 32,000 
shares have been bought from the 
Swiss group for the Banca Commer- 
ciale Italians, so that now from ninety 
to ninety-two per cent, of the capital is 
Italian. This fact has led to the sub- 
stitution of three Italian advisers for 
the three Swiss advisers. At present 
the council of administration of the 
bank is entirely made up of Italian di- 
rectors. The institution has thus be- 
come thoroughly Italian. 

THE ACCORD BETWEEN THE BANKS 

Count Santucci, the president of the 
Banco Di Roma, has declared lately 
with respect to the accord between the 
banks of Italy, that the fundamental 
basis of the convention is the coordina- 
tion of financial services abroad. The 
Italian finance, he declares, should form 
one body abroad, for it should repre- 
sent the expansive force of Italy in the 
international economic domain. The 
practical application of the principle of 



coordination will be the object of a sub- 
sequent understanding, which will 
probably be realized within a few r 
months. 

ITALIAN EMIGRATION 

Italian emigrat'on towards the trans- 
oceanic countries lias undergone a great 
contraction on account of the interna- 
tional vicissitudes of the last few years. 
Thus, after having reached the enor- 
mous figure of 872,598 persons in 1913, 
equal to 2.47 per cent, of the population 
of the Kingdom, it descended in 1914 to 
479,041 persons. The entrance of Italy 
into the war and the consequent restric- 
tions legally imposed upon emigrants 
have almost arrested completely the 
exodus, which was thereby reduced to 
38.226 persons in 1915, augmenting 
only to 50,541 in 1916, and descending 
again and gradually in 1917 and in the 
current year. 

In 1915 a great number of Italians 
(167,925) returned to Italy for mili- 
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tary service. It goes without saying 
that the majority of these have come 
from the United States. 

ITALIAN WAR EXPENDITURES 

The war expenditure of Italy up to 
June 30, 1918, amounted to forty-six 
billions of lire. 

The subsidies to the families of the 
mobilized already amount to 180 mil- 
lions of lire monthly, and the Govern- 



ment is disposed to increase the quota 
on account of the high cost of living. 
For the fugitives of the invaded terri- 
tories the expenditures recently amount- 
ed to thirty million lire monthly. Fur- 
ther, 380 millions of lire represent the 
augmentation of salaries of those em- 
ployed by the state, and an additional 
178 millions are allocated, for the relief 
of the high cost of living of the same 
employees. 



* 



Financial and Political Affairs in China 



(Specially Contributed to The Bankers Magazine by J. K. Choy, 
Vice-President Industrial and Commercial Bank, Ltd., Hong Kong) 



^JONCERNING the report that 
American bankers are to join in the 
international financing of China subject 
to the policies of Washington under the 
specified condition that China cancels 
her existing loans, America has again 
shown herself the champion of the 



progress of civilization to be attained 
bv cooperation and mutual assistance 
of other nations, not only in theory but 
in practice. This golden rule for fur- 
thering the world's advancement is go- 
ing to be established once for all by 
the present terrific world-wide war ; and 
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the egotistic doctrine of world domina- 
tion by one single super-nation will no 
longer be possible under the ever-in- 
creasing complexity and interdepend- 
ence of to-day's dynamic civilization. 
This newly established maxim of inter- 
national policy, although until lately 
jeered at by the Germanized states, has 
always been the guiding principle of 
America. Ever since her entry into the 
family of nations she has preached and 
practiced this policy in both her in- 
ternal and international affairs. She is 
the first nation to free another race in 
bondage by going to war with her own 
people for the sake of humanity. She 
is the first nation to defend her neigh- 
bors of like political institutions 
against the encroachment of European 
absolutism by her famous Monroe Doc- 
trine. She is the first nation to j oin the 
world-wide war to uphold the lofty 
ideals of civilization with the most un- 
selfish and altruistic idea — probably a 
league of democratic nations with equal 
rights — for the happiness of mankind. 
She is also the first nation to apply this 
idealistic doctrine in her dealings with 
weak China; for she has always played 
the part of “big brother" in her ad- 
vocacy of the open-door policy and the 
internationalization of the Manchurian 
railways, in her withdrawal from the 
six powers’ loan in 1912, in the return 
of the Boxer indemnity, and in her 
various philanthropic works, such as 




LIANG SHIH YI 

China’s wealthiest citizen and known over the 
country as the “ God of Wealth." He was banished 
from the country because of activities in connection 
with the restoration of the monarchy, but recently has 
been pardoned. Is now devoting his time to promot- 
ing industrial establishments along foreign lines for the 
development of China’s virgin resources. 



missions, Y. M. C. A.’s, colleges, hospi- 
tals, flood relief, etc. 

And so her recent act of permitting 
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her bankers to participate in the inter- 
national loans to China, under the ex- 
press condition that China must first 




MR. CHANG KIA-NGAU 
Vice-president and general manager of the Bank of 
China. Has done more than any other Chinese 
financier to modernize the government bank. Is a 
student and writer on financial affairs in the Far East 



cancel her existing loans, is welcomed 
by all. 

The Chinese people will always look 
to America as their saviour if she suc- 
ceeds in inducing the present Peking 
government or lending power to carry 
out the aforesaid terms for the preser- 
vation of the open door and independ- 
ence of their country. It is indisputable 
in principle that China needs outside 
capital to develop her natural resources 
and production; but unfortunately in 
practice only a small part of the money 
advanced in the past has been used for 
such objects, for the greater portion is 
either squandered or pocketed by a 
few men, usually not the legal repre- 
sentatives of the Chinese people. One 
of the chief reasons for the cause of 



the misuse and graft of the money bor- 
rowed is the rotten internal-political 
situation. The present republic exists 
only in name for the republicans have 
never been in power except for a few 
months after the overthrow of the 
Manchus. Due to the conflict of inter- 
ests it is apparent to the mandarins that 
if the republicans were to run the gov- 
ernment they will institute a system 
ultimately to check the handsome 
squeezing and other abuses of the old 
regime. To make a long story short, 
their leader, Yuan Shi-kai, dissolved the 
Chinese Parliament, and since then the 
whole country has been run and is still 




MR. Y. C. TONG 

Managing Director, Shanghai Commercial and Sav- 
ings Bank. The first Chinese savings bank to be 
organized on American lines. Mr. Tong was graduated 
from Yale University and every officer in his bank is a 
graduate from some American school. This fall this 
bank sent two of its employees to America to make a 
special study of American banking methods. 



run by a few tyrannical military dic- 
tators with the assistance of a group 
of heartless politicians whose sole ob- 
ject is to get rich quick by any means. 
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Any one who dares to question their 
sweet wills is branded and exiled as a 
traitor or a revolutionist. Thus unop- 
posed they divide the lion’s share of the 
loans among themselves, and use the 
minor part, supposed to be devoted to 
industrial purposes, for carrying on 
their military campaigns under the fine 
excuses of centralization and restoration 
of order, but in reality to enable their 
soldiers to get their share directly by 
robbing and murdering the poor peas- 
ants. The record of the crimes of these 
men is the darkest spot in recent Chi- 4 
nese history, for, worse still, they have 
bargained away the resources of the 
country in utter disregard of value 
these last few months for the financial 
support of Japan, in order that they 
may continue the above dirty work. 

According to a statement of the 
Japanese Finance Department from 
the advent of the Terauchi ministry in 
October, 1916, there were in existence 
twenty-three loans aggregating over 
yen 100,000,000 between China and 
J apan. Then, according to reports con- 
firmed by Tokyo, there is another big 
loan just concluded in Tokyo for yen 
140,000,000 for the construction of rail- 
ways in Shantung and Manchuria and 
the establishment of a national foundry. 
The present position is that China is 
indebted to Japan to the extent of about 
yen 300,000,000. From these figures 
the world will get some idea as to what 
degree the Chinese people have been 
mortgaged to their Japanese neighbors 
by their lords in using these loans to 
carry on their military campaigns in 
order to murder and rob them. 

Thus all thinking Chinese will sup- 
port Washington’s policy in cancelling 
the existing loans before the advance- 
ment of any money to China. We 
would also wish to see other safeguards 
to prevent the squandering and the mis- 
appropriating of the money lent. At 
least some provisions of the following 
character should be insisted upon: 

(1) The money supplied shall be 
spent under the joint supervision of the 
legal representatives of the Chinese 



people; (that is, the constitutionalists 
and not their dictators and usurpers), 
and those of the lending nations. 

(2) Only experts shall be employed 
in the works so financed. 

(3) All employees in the works so 
financed, except those who determine 
policy and the common laborers, shall 
pass a civil service examination. 

(4) The most up-to-date business 
checking methods shall be employed. 

(5) The loans shall not be used for 
any other purpose besides those speci- 
fied under any circumstances. 

(6) The loans shall not be used for 
military purposes. 

What is expressed here represents 
the general consensus of the intelligent 
class of China. They wish to enlist 
the sympathy, approval and assistance 
of high-minded Americans, for intelli- 
gent men of both countries should con- 
sider themselves not only citizens of 
their respective countries but also citi- 
zens of the world. The progress of 
one is that of the other; and this is 
the general law of progress in the long 
run. They do not wish military inter- 
vention, for it is better for the Chinese 
to settle their own affairs, but they do 
wish financial intervention and super- 
vision under similar aforesaid regula- 
tions, if the world continues to finance 
China, as long as the present state of 
affairs lasts. 

Hong Kong, Oct. 10, 1918. 



American Go-operation in the 
Reconstruction of Russia 



PRINCE GEORGE LVOFF, First 
Premier of Free Russia, at a din- 
ner given in his honor under the 
auspices of the American-Russia Cham- 
ber of Commerce at the University 
Club, New York, on November 26, 
made a significant appeal for American 
assistance in the work of safeguarding 
Russia’s national development. He 
said: 

I am deeply touched by your cordial wel- 
come and by your friendly greetings. In 
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your attitude towards me I see the reflec- 
tion of the interest that you have for Russia. 
The world is passing through great events. 
Humanity is ascending the high range which 
divides it from the ideals which for such 
a long time have kept it in the old narrow 
mold of life, the reign of brute strength 
which overwhelmed several nations and the 
democratic masses, belongs to the past and 
ahead of us lies the free self-determination 
of national and political life, and of free 
development of democratic forces in separate 
nations. 

Those rapacious ideas which lay at the 
foundation of Teutonic ideology are con- 
quered, but their surrender does not mean 
that this cruel war is at an end — ahead of 
us are ambushes and whole fields which 
are mined by the enemy of various kinds. 
International* relations, however, are going 
to be on a new footing; peaceful labor, a 
free culture and a community of interest — 
these are the new tools that will take the 
place of cannon. Our relations, the rela- 
tions between the United States and Russia, 
which are both eminently democratic, can 
tread easier than others new paths of inter- 
national life. I will turn back to some of 
the history of our relations and will com- 
pare them with the present situation. 

Sixty years ago, soon after the annexation 
by Russia of the region of the Amur River, 
a group of American citizens applied to 

74 



Count Mouravieff, Governor-General of Si- 
beria, with an exceedingly important pro- 
posal for our country. The Americans 
wanted concessions for building a system 
of railroads throughout Siberia — and per- 
mission to exploit her natural resources. 
At his presentation of this report he re- 
ceived the following reply from St. Peters- 
burgh: “The Americans ought not to be 

let in on any account, for they would estab- 
lish their own order of life and Siberia 
would fall away from Russia.” Since that 
day the fear of the free American spirit 
never left our Bureaucracy. It sympathized 
with the German spirit. Our foreign trade 
fell into German hands. We began by be- 
coming after a time a German colony and 
our own industry developed slowly, but the 
Russian Proverb says: “There is no evil 

without some good.” The great natural re- 
sources of Russia remained almost untouched 
as if they have been saved by the country 
for a dark day. Alas, this dark day has 
come ! Our great country is broken up 
into small parts; transportation is utterly 
disorganized; industry and trade destroyed; 
the Government’s credit is injured — anarchy 
remains supreme. But I firmly believe that 
the mist of black which hangs over the fu- 
ture will gradually vanish. A creative Gov- 
ernment force will rise and a young new 
and happy life, full of energy, will blossom 
on the ruins of the past. On the threshold 
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of this new actuality we already do not 
feel the former fears of our Germanized 
Bureaucracy. On the contrary, we feel deep 
sympathy towards the spirit of your coun- 
try— to that harmony of political and pub- 
lic life which has been developed with such 
marvelous rapidity by the genius of the 
American people, its enterprising charac- 
ter, its energy and its perseverance. We 
admire your talents for organization, your 
technical abilities and your daring. Fate 
does not give us any more respite and we 
must begin to work without further delay. 
Unfortunately, to start the work at once 
is not in our power. The great war by 
force of arms is overcome, but its evil 
spirit, crude instincts, intense hatred, have 
remained and will not be overcome soon. 
Sanguinary interior strife which started in, 
our country has spread over Germany and' 
Austria. If that disease which we call Bol- 
shevism is not stopped in Russia, it will 
threaten the healthy economical develop- 
ment of other civilized countries and none , 
of them can claim immunity. Bolshevism 1 
is a universal danger and must be crushed 
by the joint forces of the Allies. The end 
of Bolshevism has not come yet, and al- 
ready a new struggle looms ahead of us — a 
struggle for economic influence — when Ger- 
many will begin to recover from her de- 
feat, the question of markets for exporta- 
tion will arise before her with renewed 



force. It may be precisely this fatal ques- 
tion which was the hidden but decisive mo- 
tive which plunged her into this universal 
war. Now this question will confront her 
with a new power. France, Italy and Eng- 
land will hardly allow at once the products 
of German industry on their markets. The 
German colonies may be lost to her. She 
will follow the old direction in sending her 
goods and come to Russia. Then it will be 
difficult for us without the economical sup- 
port of the Allies to resist the pressure. It 
would seem to be a matter of vital import- 
ance for America to secure our market. 
Undoubtedly the industry of the United 
States will develop immensely after the war. 
In the meanwhile, the general depression 
in Europe may limit the markets for her 
export and Russian customers will be just 
as necessary to you as the produce of your 
industries is necessary for us. 

But our greatest hope is not in this. 
When you will come — not only our indus- 
try will revive, but we will, I hope, receive 
some precious technical lessons in manage- 
ment of industrial affairs and organized 
forms of labor. I would like to think that 
such an economical connection won’t be dic- 
1 tated purely by material motives. The 
mutual sympathy of our people is so great 
that it may be possible to establish a busi- 
ness intercourse without oppressing the 
weaker side. Germany was striving for the 
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economical slavery of Russia. American 
capital may be more generous. It may 
without detriment to itself, aspire not to 
supremacy, but to codperation with Russian 
industry and capital. In this sphere of 
trade it may come to Russia in friendly 
collaboration with England and France. Un- 
der such conditions the work of Americans 
in Russia, without exciting any one’s jeal- 
ously, will find the heartiest welcome among 
our manufacturers. 

I take this opportunity to state with full 
precision that we are expecting you at 
our home since long ago. Since the time of 
Mouravieff we have vainly waited for you 
in Siberia. We invite you — be welcome. I 
know it well that you shall come, but 
please don’t come too late*. Allow me, 
gentlemen, to lift my glass for our long 
awaited meeting and the development of our 
joint and friendly work in the interest of 
universal human progress. 

« 

American Foreign Banking 
Corporation 

A BRANCH of the American Foreign 
Banking Corporation of New York 
was opened at 21 O’Reilly street, Ha- 
vana, Cuba, January 3. 



London Still Financing the 
Bulk of World’s Trade 



XHE following statement has been 
* issued by Leopold Frederick, direc- 
tor of the American Smelting and Re- 
fining Company and Treasurer of the 
Braden Copper Company and Chile 
Copper Company : 

( I ! Whether London or New York will con- 
tinue after the war to predominate in 
financing world trade is a question that has 
caused keen discussion in banking circles. 

The popular belief is that New York to- 
day is the centre of world finance and that 
we have succeeded in wresting from Lon- 
don the premier position. 

The question was discussed at a recent 
meeting of the Council on Foreign Rela- 
tions held at the Metropolitan Club, New 
York. P. W. Wilson of the London “Daily 
News,” in a very able speech regarding 
future relations between the United States 
and Great Britain, declared “that the finan- 
cial centre of the world has passed from 
London to New York.” 

This did not coincide with the views that 
I held, which viewis were prompted by 
knowledge of the actual condition of the 
money markets both in New York and 
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BANKERS; BANK OF ENGLAND; 

LLOYDS BANK, LTD.: LONDON COUNTY WESTMINSTER AND PARR'S BANK, LTD. 

BRANCHES IN SOUTH AMERICA : 

BRAZIL Para, Pernambuco, Rio do Janeiro, Santos, Sao Paulo, Bahia, Curityba, Victoria, also an 
agency at Manaoe. URUGUAY Montevideo, Montevideo Sub-Agency, Paysandn and Salto. 

ARGENTINA Buenos Aires, Rosario de Santa Fe, Mendosa, Bahia Blanca, Concordia, Tncnman, 
Cordoba, Parana. Also in Buenos Aires Barracas al Norte, Once, Boca, Calle Santa Fe 2129 and 
Calls B.de Irlgoyen 1138. CHILE Valparaiso, Santiago. 

Correspondents In all ether places ef Impertance in theee South American Countries. 

Documentary Bills Bought, Advanced Upon or Received for Collection. 

Drafts and Cable Transfers Sold on all Branches and Agencies. 

Cemmerclal and Travelers Letters ef Credit Ieeaed. 

New York Agency, 51 Wall Street, WM. R. ROBBINS, AOBNT. 



London. My speech at the meeting was in 
the nature of a reply to Mr. Wilson. At 
that time I set forth my reasons for be- 
lieving that London still holds the financial 
supremacy. Since that time I have made 
a careful investigtaion and ascertained the 
approximate amount of acceptances out- 
standing against foreign trade in this coun- 
try. I have also canvassed many authori- 
ties on the London acceptance market. The 
conclusions I have been able to draw from 



this are, as I said in reply to Mr. Wilson, 
“that only so far as loans made by the 
United States to the Allies are concerned, 
has the financial centre been shifted to New 
York; however, so far as the financing of 
exports and imports of the world are con- 
cerned, London is still supreme.” 

The following table shows the estimated 
amount of acceptances outstanding against 
international business both in London and 
in New York: 



LONDON 

Acceptances of all London Clearing-house banks, colonial banks, foreign agencies 
and private bankers outstanding in the neighborhood of $500,000,000 

NEW YORK 

Acceptances of New York national and state banks, and trust 

companies $27 0,000,000 

Acceptances of foreign trade corporations and foreign agencies 

established in New York 55,000,000 

Acceptances of private bankers 40,000,000 



Total $365,000,000 

Deduct acceptances issued for the purpose of financing domestic 

trade $155,000,000 



Leaving a total of acceptances representing the financing of imports and exports 
through New York $210,000,000 
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The foregoing figures show that London 
is way ahead and I believe that even with 
the much needed improvement of the ma- 
chinerv for financing international trade, 
I^ondon will still, for many years to come, 
outdistance New York. We are lacking 
here the large number of merchants-bank- 
ers, old established accepting houses with 
business ramifications all over the globe. 
We here will be satisfied if we can hold the 
Central and South American and Far East- 
ern business. Although dollar exchange has 
made great strides since the war, the New 
York discount market is still in its infancy. 
For the present, there is little likelihood 
that we will get, except occasionally, the 
financing of the Continental trade of 
Europe. It is hardly likely that say an 
Amsterdam merchant importing goods from 
France will seek accommodation in New 
York; he will go as heretofore to London. 
It may be possible, I think, that this handi- 
cap of location will be partly overcome in 
the future with the aeroplane development, 
which would narrow' dowm the time con- 
sumed by the mail in transit. 

1 dweit especially upon the great ability 
of the English to maintain the sterling rate 
for so long at the “pegged” figure, and the 
discount policy of the London market, which 
during the monetary stringency in New 
York in the last few months, enabled it to 



render great services to the Allied nations 
in assuming the burden of financing a vast 
amount of exports and imports of the world. 

In order to retain their business, the 
English bankers have made great sacrifices 
during the last six months. They are pay- 
ing on foreign check accounts four and one- 
quarter per cent, interest and keeping the 
discount rate at three and a half per cent. 
They know that trade flows where money is 
cheapest. We have to take our hats off to 
the English. They understand international 
finance. ' 



Further British Bank Mergers 



l^^ORE than usual interest will be 
aroused, says “The Financial 
Post” of Canada, by the news that the 
Bank of Liverpool and Martin’s Bank 
have decided, subject to the sharehold- 
ers’ confirmation, to unite forces. Mar- 
tin's Bank is a historical landmark of 
Lombard Street, with its sign of the 
Grasshopper, and its origin is, in the 
spacious days of Queen Elizabeth. But 
the growth of the industrial and com- 
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Sank of % Philippine Salaiibo 

(ESTABLISHED 1891) 

MANILA, P. I. 

Branches: Iloilo and Zamboanga 

ELISEO SENDEES, President 

RAFAEL MORENO, Secretary 
D. GARCIA, Cashier 

O. M. SHUMAN, Chief Foreign Dept. 

($0.50 = 1 peso) 

Authorized Capital . . . (pesos) 10,000,000.00 

Capital fully paid-up .... 4,500,000.00 

Reserve Funds 2,000,000.00 

Transacts general banking business. Buys and sells exchange on all the 
principal cities of the world. 

AGENTS 




London: Nat’l Bank ti Scotland, Ltd. 
Spain: Banco Hlopano Americano 
Hongkong: Netherland India Com*l Bank 
San Francisco: Wells Fargr# Nevada Nat’l 



New York: National City Bank and Tke 
Guaranty Trust Company 



Paris; Comptolr Nat'l d’Escompte 
Australia: Baak of New Soath Wales 
Shanghai : Yokohama Specie Bank, Ltd. 
Chicago: Continental A Commercial Nat'l 

Bank 

Japan: Yekohama Specie Bank, Ltd., and 
The Bank ef Taiwan, Ltd. 



mercial unit practically forces that of 
the banking unit, and gossip has long 
been busy with the question of the 
means by which Martin's would adapt 
themselves to the inevitable. By amal- 
gamation with a strong country bank 
the question is happily answered. The 
paid-up capital of the combined bank 
will be £2,046,390, and the reserve 
fund, £1,300,000. The aggregate de- 
posits, according to the latest figures 
published, were £54,620,000. Martin's 
shareholders will receive for each of 
their shares (£20 each, £10 paid up) 
two and a half shares in the Bank of 
Liverpool (£20 each, £10 paid up), and 
also a cash payment of £4 12s. 

It is also officially announced that a 
provisional agreement has been made 
for the acquisition by the Union Bank 
of Manchester, Limited, of the business 
of the East Morley and Bradford De- 
posit Bank, Limited. It is stated that 
the business of the Deposit Bank has 
hitherto consisted of receiving deposits 
and investing them in high-class securi- 



ties, paying fixed interest and dividends, 
and that “the fall in the value of stock 
exchange securities paying fixed inter- 
est or dividends, which has been caused 
by the war, has made the sale advis- 
able." 

Skandinaviska Kreditak- 
tiebolaget 

Established in forty-five places 
throughout Sweden this institution 
is closely connected with and acts as a 
representative for a number of tha 
leading provincial banks of Sweden, be- 
ing directly represented in some 305 
Swedish places. Its paid-up capital 
and reserves have steadily risen to a 
total of Kr. 155,500,000 on August 31 
last. On that date the deposits were 
Kr. 36 8,532,243; bills in circulation, 
Kr. 18,812,614, and total assets, Kr. 
1,024,737,201. Principal offices of the 
bank are located at Gothenburg, Stock- 
holm and Malmo. 
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Mercantile Bank of the Americas 

An American Bank for Foreign Trade 

Statement of condition at 
the close of business, 
December 31, 1918 



ASSETS 

Cash on hand and deposits in Federal Reserve 



Bank and other Banks in the United States... $932,051.63 

United States Bonds and Certificates 2,555,700.00 

Bills of Exchange 808,961.03 $4,996,712.66 

Loans and Advances: 

Secured — 

Due from Foreign Branches and Agencies. . .$6,860,718.15 

Due from Customers . 7,817,211.98 

Unsecured — 

Due from Foreign Branches and Agencies. . . 438,536.82 

Due from Customers 192,277.62 15,308,744.57 

Customers’ Liability account Letters of Credit 283,783.88 

Stock of Affiliated Institutions 4,557,900.00 

Furniture and Fixtures 1.00 

Interest Paid in Advance 38,753.23 



Total $24,485,895.34 

LIABILITIES 

Current Accounts: 

Due to Foreign Branches and Agencies $6,044,423.91 

Due to Customers 2,886,179.98 $8,930,608.89 

Acceptances Outstanding 7,429,041.23 

Liability on Acceptances issued by other Banks and Bankers.. 610,000.00 

Contingent Liability as Syndicate Managers 400,000.00 

Letters of Credit Issued 283,783.88 

United States Government Bonds Borrowed 1,800,000.00 

Unearned Interest Received 23,590.89 

4% Semi-Annual Dividend Declared 140,000.00 

Capital Stock $3,500,000.00 

Surplus 1,025,000.00 

Undivided profits 343,875.45 4,868,875.45 



Total $24,485,895.34 



The Mercantile Bank of the Americas offers the 
services of a banking organization with branches and 
affiliated banks in important trade centers throughout 
Central and South America, France and Spain. 

Paris NEW YORK Barcelona 

44 Pine Street 
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NORWEGIAN AMERICAN SECURITIES CORPORATION 



74 Broadway, New York City 



Capital 



$1,000,000.00 



TRYGVE BARTH, President 

LEIF H. STROM, Vice- President GEORGE KEITH, Vice-President 

B. KROEPELIRN, Secretary and TrflMonr LEROY JONES, Assistant Secretary 

DIRECTORS 



T. BARTH. President 
T. LANGLAND THOMPSON. Attorney 
W. K. TRIM ANN, Shipowner 
B. KR OR PE LIEN, Treasurer 
WILHELM ALME. Managing Director 
Bergen Agent A/S 

TH. JULLUM, General Agent Norwegian 
Marine Insurance -Companies 
r HARSEM, Merchant 



L. H. STROM, Vice-President New York 
Oversea Company 

GUNNAR HARTMANN. President Hart 
Trading Company 
GEORGE REITH, Vice-President 
C. STEENDAL, President Jefferson Insur- 
ance Company 

WM. 8CHEN&TROM, President Electric 
Welding Company of America 
KARL KROGSTAD, President S. O. 
Stray St Company 



The Norwegian American Securities Corporation was formed primarily to facilitate 
business transactions between Norway and the United States of America. 

It buys and sells Stocks and Bonds, lends money on shipments of commodities. 
Bills of Lading, etc., provides capital for conservative business enterprises, all with 
the view of and in connection with cementing business relations between the United 
8tates and Norway. 

It will be pleased to receive commissions for the purchase and sale of Stocks, 
Bonds and other Securities in the United States or any other market, and will be 
glad to represent clients in any other capacity in connection with any other legitimate 
business transactions. 

Correspondence Invited 



Necessity of Work and Thrift 

CPEAKING recently at a meeting of 
the Institute of Bankers in London, 
the president. Sir Richard V. Vassar- 
Smith, Bart., who is also chairman of 
Lloyds Bank, Limited, in referring to 
after-war conditions in Great Britain, 
said: 

Looking at this vast creation of credit 
which has marked the war finance of all 
countries, we are driven to recognize that 
we are paying, and shall continue to pay, 
a heavy price for it. Inflated credit has 
been followed by high prices, producing 
popular discontent expressing itself in com- 
plaints of profiteering. This has led to 
agitation for higher wages, which in turn 
leads to still higher prices, and we find our- 
selves in a vicious circle from which egress 
is difficult To attempt to remedy this con- 
dition of affairs by the further creation 
of credit is obviously useless. I do not 
say that we shall be able to reverse the 
process of inflation directly after the war. 

We have got to face the fact that the 
roost urgent problem will be to find em- 
ployment for the men and women who have 
been in the army or providing munitions, 
and to get our industries on to a peace basis 



once more, and for this purpose credit must 
be liberally provided. But we must never 
lose sight of the fact that at the earliest 
possible moment we must put ourselves in 
the position to produce goods which we 
can market abroad at a price which will 
compete successfully with those of other 
industrial nations. We must have a plenti- 
ful supply of raw materials, efficient labor, 
intelligent management and hearty goodwill 
all around. 

But the mere multiplication of credit will 
give us none of this. Instead of blindly 
multiplying credit, with the result that prices 
rise, speculation becomes rampant and prof- 
iteering is encouraged, to be followed by an 
inevitable reaction, our object should be to 
direct the use of capital into those channels 
in which it can best be used to the national 
advantage. 

It is for this reason that I personally 
would deprecate the provision of credit 
facilities by the State. This should be left 
to the banks, who are in the position to 
judge of the requirements of their custom- 
ers, and who are fitted by long training to 
sift the applications with which they will 
have to deal. 

There is no royal road back to prosperity. 
As a nation we have perforce been living the 
life of the spendthrift during the past four 
years and more. To get back to the old 
prosperity we must produce more and save 
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The Bank of Chosen 

Incorporated by Special Charter of Imperial Japanese 
Government 1909 



Subscribed Capital 
Total Resources ■ 



- Yen 40,000,000 

- Yen 300,000,000 




Head Office, Seoul, Korea 

Principal Branches: 

Korea: Chemulpo, Pyongyang, Wonsan, Fusan 
Manchuria: Mukden, Dairen, Changchun, Newchang, Harbin, 
Antung 

Japan: Tokyo, Osaka, Kobe, Shimonoseki 
China : Shanghai, Tsingtao, Tientsin, Tsinan 

Affiliated Bank — Vladivostok: Matsuda Bank 

London Bankers: Guaranty Trust Company of New York 

London Joint City and Midland Bank, Ltd. 

Principal American Correspondents: 

Guaranty Trust Company of New York Wells Fargo - Nevada National Bank, 



Equitable Trust Company of New York 
Irving National Bank, New York 
National City Bank of New York 
National Bank of Commerce in New York 



San Francisco 

Canadian Bank of Commerce, San Fran- 
cisco, Seattle and Vancouver 



T. Mukai, New York Representative, 120 Broadway 
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more. Work and thrift must be our watch- 
word. 

Royal Bank of Scotland 

f I 'HE annual general court of pro- 
prietors of the Royal Bank of 
Scotland was held in Edinburgh, No- 
vember 27, at which time the following 
report was submitted: 



Congress of Representatives of Indus- 
try and Commerce; B. N. Samoilenko 
chief commissioner of western front of 
the All Russian Zemski Union. 

At the first meeting of the new or- 
ganization the following statement was 
issued by the officers and board of di- 
rectors : 

The welfare of our native land, as well 
as of the whole world, imperatively demands 
that Russia — the largest consuming market 



The net profits of the year, after providing for all bad and doubtful debts, 

amounted to £310,502 

The midsummer dividend, at the rate of 10 per cent 

per annum, required £100,000 

Less income tax 25,000 



£75,000 

It is now proposed to pay a similar dividend 



at Christmas £100,000 

Less income tax 30,000 



0 0 



70,000 0 0 

There has been written off expenditure on bank buildings 



and heritable property 20,000 0 0 

Carried to pension reserve fund 30,000 0 0 

And added to rest, the balance of 115,502 15 3 



£310,502 

With the above addition, the rest now amounts to £1,030,470, 15s. 8d. 



15 3 



15 3 



Russian Economic League 

JN order to create a medium for prac- 
tical cooperation with American and 
Allied interests in the development of 
the movement of assisting the Russian 
people in the reorganization and recon- 
struction of their economic and national 
life, representatives of Russian finan- 
cial, commercial and industrial inter- 
ests have created a Russian Economic 
League. This new organization is an 
important step in the development of 
working relationships between Russia 
and the United States and other Allied 
powers. Its officers as elected consist 
of: President, A. I. Wishnegradsky, 

president of the Convention of Joint 
Stock Banks of Russia; vice-presidents, 
V. N. Baschkiroff, former Assistant 
Minister of Food Supplies under the 
Provisional Government; Alexander W. 
Behr, vice-president Russian-American 
Chamber of Commerce in Moscow; A. 
A. Boublikoff, former member of the 
Russian Duma, vice-president Central 
War Committee and chairman of the 
Transportation Section, member of the 
Executive Committee of the All Russian 



for all kinds of manufactured goods — be re- 
instated in her political as well as financial 
and economic position, in accordance with 
the plans outlined by President Wilson. 

For this purpose the fullest development 
of Russia’s producing power is necessary. 
The country’s historic agriculture should be 
restored to a new and more vigorous life; 
her vast national resources mostly hidden 
away and unexplored should be made avail- 
able to industry on a much larger scale 
than ever before. 

Nothing can be done without a great ef- 
fort by the country itself and help from the 
outside. This help will have to take the 
form of expert advice and, most important 
of all, working capital which alone can 
stimulate a productive effort by the coun- 
try and which in the present improvished 
state of Russia must of necessity come from 
abroad. This is the only way to enable 
Russia to bear the colossal burden of debt 
—her heritage in the world fight of right 
and light against oppression and darkness — 
and to meet fully her obligations towards 
the Allies and the United States. 

In order to insure favorable results from 
this hard work and a tenfold return for 
the capital invested, Russia should be given 
opportunity and time for these efforts to 
ripen and bear fruit 

In accordance with the above, the Russian 
Economic League, representing Russian 
commercial, industrial and financial inter- 
ests, belonging to different political groups, 
but united in a common concern for their 
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country’s welfare, and believing that they 
have the right to speak in the name of 
Russia’s trade and industry — the most pow- 
erful factor of a country’s well being — 
hold that the following programme must 
be carried out to insure Russia’s rehabilita- 
tion as a nation: 

(1) Restoration, with most energetic and 
broad help from the Allies, of public order 
and law on the basis of respect for the 
principle of private property and for the 
personal freedom of citizens; this being 
the most important factor. 

(2) It is of vital importance that prod- 
ucts of Russian agriculture have free ac- 
cess to foreign markets and that the young 
Russian industry should be given necessary 
protection. 

(3) The Allies and the United States 
should make allowance for Russia’s present 
condition by agreeing to a rather extended 



Western Australian Bank 

'T'HE 154th half-yearly meeting of 
the shareholders of the Western 
Australian Bank was held recently at 
the banking house, in Perth. Sir E. H. 
Wittenoom, chairman of directors, pre- 
sided. 

The following report for the half- 
year ended September 30, 1918, was 
presented : 

The directors have much pleasure in 
submitting the accompanying balance- 
sheet and statement of profit and loss 
for the half-year ended September 30, 
1918: 



The net profit, after providing for bad and doubtful debts, for rebate on 
discounted bills current, for interest on deposits, and for all expenses of 

management is 

Balance from previous half-year 



From this the directors have resolved to pay a dividend of £1 per share free 

of State dividend tax 

To carry forward 



The reserve fund is now 
Reserved profits 



£29,121 


2 


0 


19,339 


1 


10 


£48,460 


3 


10 


25,000 


0 


0 


93,460 


3 


10 


£48,460 


3 


10 


700,000 


0 


V) 


23,460 


3 


10 



£723,460 3 10 



period of gradual payments of the Russian 
debts, most of which were incurred by Rus- 
sia while fighting for the common cause. 

(4) Some form of stabilized and guaran- 
teed currency at a fixed rate of exchange 
should be agreed upon and established with 
the cooperation of the Allies and the United 
States. Russia’s normal economic life can- 
not be resumed without stable currency. 

(5) For the proper developmnt of Rus- 
sia’s inexhaustible national resources and 
for providing the country with an adequate 
quantity of transportation facilities, it is 
of prime importance that new and easy 
credits be extended to Russia and the in- 
ternational money markets once again made 
available for the financing of Russian private 
commercial and industrial enterprises. 

The Russian Economic League considers 
it to be its duty to state that it thinks it 
essential that the voice of Russian business 
men, as well as that of the Russian political 
men, be heard at the forthcoming peace 
conference, in order that in the interests of 
peace and the whole of humanity, decisions 
should not be taken which might jeopardize 
the commercial and industrial interests of 
our great country. 



Economic Aid to Russia 



POR the purpose of giving economic 
aid to Russia the War Trade Board 
of the United States Russian Bureau 
has been organized at Washington with 
$6,000,000 capital, provided by the 
United States Government. The com- 
pany will engage in the business of ex- 
porting to Russia and Siberia agricul- 
tural implements, shoes, clothing and 
other commodities which the Russian 
population needs, bringing back Rus- 
sian and Siberian raw materials in re- 
turn. The company thus is intended to 
aid in supplying the needs of the peo- 
ple of Russia, in encouraging Russian 
production and trade and assisting in 
the marketing of Russian products in 
America and their exchange for Amer- 
ican goods. One of the chief objects 
which the company will have in view 
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